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#nDMENT TO H.R. 3973, AS REPO

OFFERED BY MR. KIRK OF ILLINOIS

Strike all after the enacting clause and insert the

following:

SECTION 1. SHORT TITLE; TABLE OF CONTENTS.
(a) Snorr TrTLe—This Act may. be cited as the
“Deficit Control Act of 2004,

(b) TABLE OF CONTENTS—

Sec. 1. Short title; table of contents.

See. 2. Effective date.

See. 3. Protection of social security and medicare benefits.
TITLE 1—A SIMPLIFIED BUDGET

‘ Subtitle A—Rainy Day Fund for Emergencies

See. 101. Purpose.

See. 102, Repeal of adjustments for emergencies.

See. 103. OMB emergeney criteria.

Sec. 104. Development of guidelines for application of emergency definition.

Sec. 105. Reserve fand for emergencies in President’s budget.

See. 106. Adjustments and reserve fund for emergencies in concurrent budget
resolutions.

Sec. 107. Up-to-date tabulations.

See. 108, Prohibition on amendments to emergency reserve fund.

See. 109. Content of budget resolutions.

Subtitle B—The Baseline

See. 111. Elimination of inflation adjustment.

See. 112, The President’s budget.

Sec. 113. The congressional budget.

See. 114. Congressional budget office reports to committees.
ol i

Sec. 115. Treatment of emergencies.

TITLE 1I—IMPLEMENTING FEDERAL SPENDING DISCIPLINE

Subtitle A

Spending Safeguards on the Growth of Entitlements and
Mandatories

Sec. 201. Spending caps on growth of entitlements and mandatories.
See. 202. Exempt programs and activities.

Sec. 203. Exceptions, limitations, and special rules.

Sec. 204. Point of order.

See. 205, Technieal and conforming amendments.
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Qubtitle B—Discretionary Spending Limits

Sec. 211. Enforeing diseretionary spending limits.
See. 212, Annual joint resolution establishing diseretionary spending limits.

TITLE TII—COMBATING WASTE, FRAUD, AND ABUSE.

Subtitle A—FEuhanced Reseissions of Budget Authority Identified by the
President as Wasteful Spending

See. 301. Enhanced consideration of eertam proposed rescissions.
Qubtitle B—Commission to Eliminate Waste, Fraud, and Abuse

See. 311. Establishment of Commission.
See. 312, Duties of the Commission.

See. 313, Powers of the Commission.

See. 314. Commission personnel matters.
See. 315, Termination of the Commission.
See. 316. Authorization of appropriations.

TITLE IV—TRUTH IN ACCOUNTING

Subtitle A—Acernal Funding of Pensions and Retirement Pay for Federal
Emplovees and Uniformed Services Persommel

Sec. 401. Civil Service Retirement System.

See. 402. Central Intelligence Agency Retirement and Disability Svstem.

Sec. 403. Foreign Service Retirement and Disability System.

Qee. 404. Public Health Service Commissioned Corps Retirement System.

Sec. 405. National Oceanic and Atmospheric Administration Commissioned Of-
ficer Corps Retirement System.

See. 406. Coast Guard Military Retirement System.

Subtitle B—Acerual Funding of Post-Retirement Health Benefits Costs for
®
TFederal Employvees

See. 411. Federal emplovees health benefits fund.
Sec. 412. Funding uniformed services health benefits for all retirees.
See. 413. Effective date.
Subtitle C—Limit on the Public Debt
See. 421, Limit on publie debt.
TITLE V—PAYGO EXTENSION
Sec. 501. PAYGO extension.
1 SEC. 2. EFFECTIVE DATE.

Except as otherwise specifically provided, this Act

and the amendments made by this Act shall become effec-

BN

tive on the date of enactment of this Act and shall apply
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with respect to fiscal years beginning after September 30,
2005.
SEC. 3. PROTECTION OF SOCIAL SECURITY AND MEDICARE
BENEFITS.
Notwithstanding any other provision in law, nothing
in titles T through V shall be construed to reduce benefits
entitled to Americans through social security and medi-

care.

TITLE I—A SIMPLIFIED BUDGET
~ Subtitle A—Rainy Day Fund for
Emergencies
SEC. 101. PURPOSE.
The purposes of this subtitle are to—
(1) develop budgetary and fiscal procedures for
emergencies;
(2) suhject spending for emergencies to budg-
etary procedures and controls; and
(3) establish criteria for determining compliance
with emergency requirements.
SEC. 102. REPEAL OF ADJUSTMENTS FOR EMERGENCIES.
(a) ELIMINATION OF EMERGENCY DESIGNATION.—
Sections 252(e) and 252(d)(4)(B) of the Balanced Budget
and Emergency Deficit Control Act of 1985 are repealed.
(h) ELIMINATION OF ADJUSTMENTS—Section 314 of

the Congressional Budget Act of 1974 is repealed.
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1 (¢) CONFORMING AMENDMENT—C(Clause 2 of rule
2 XXI of the Rules of the House of Representatives is
3 amended by repealing paragraph (e) and by redesignating
4 paragraph (f) as paragraph (e).

5 SEC. 103. OMB EMERGENCY CRITERIA.

6 (a) DEFINITION OF EMERGENCY.—Section 3 of the
7 Congressional Budget and Impoundment Control Act of
8 1974 is amended by adding at the end the following new
9 paragraph:

10 “(11)(A) The term ‘emergency’ means a situa-
11 tion that—

12 “(i) requires new budget authority and
13 outlays (or new budget authority and the out-
14 lavs flowing therefrom) for the prevention or
15 mitigation of, or response to, loss of life or
16 property, or a threat to mational security; and
17 “(i1) is unanticipated.

18 “B) As used in subparagraph (A), the term
19 ‘ananticipated’ means that the situation is—
20 “() sudden, which means quickly coming
21 into being or not building up over time;

22 “(ii) urgent, which means a pressing and
23 compelling need requiring immediate action;

24 “(i11) unforeseen, which means not pre-
25 dicted or anticipated as an emerging need; and

FAV8\062304\062304.189
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“(iv) temporary, which means not of a per-
manent duration.”.

(h) CONFORMING AMENDMENT.—Section 250(e) of
the Balanced Budget and Emergency Deficit Control Act
of 1985 is amended by adding at the end the following
new paragraph:

“(20) The term ‘emergency’ has the meaning
given to such term in section 3 of the (Congressional
Budget and Impoundment Control Act of 1974.7.

éEC. 104. DEVELOPMENT OF GUIDELINES FOR APPLICA-
TION OF EMERGENCY DEFINITION.

Not later than 5 months after the date of enactment
of this Act, the chairmen of the Committees on the Budg‘et‘
(in consultation with the President) shall, after consulting
with the chairmen of the Committees on Appropriations
and applicable authorizing committees of their respective
ITouses and the Directors of the Congressional Budget Of-
fice and the Office of Management and Budget, jointly
publish in the Congressional Record guidelines for applica-
tion of the definition of emergency set forth in section
3(11) of the Congressional Budget and Impoundment

Control Act of 1974.
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SEC. 105. RESERVE FUND FOR EMERGENCIES IN PRESI-
DENT’S BUDGET.

Section 1105(f) of title 31, United States Code 1s
amended by adding at the end the following new sen-
tences: “Such budget submission shall also comply with
the requirements of section 316(b) of the Congressional
Budget Act of 1974 and, in the case of any budget author-
ity requested for an emergency, such submission shall n-
chade a detailed justification of why such emergency is an
emergency within the meaning of section 3(11) of the Con-
oressional Budget Act of 1974.7.

SEC. 106. ADJUSTMENTS AND RESERVE FUND FOR EMER-
GENCIES IN CONCURRENT BUDGET RESOLU-
TIONS.

(a) EmerceNcms.—Title III of the Congressional
Budget Act of 1974 is amended by adding at the end the
following new section:

“EMERGENCIES

“Sec. 316. (a) ADJUSTMEN'J‘S—

“(1) INn GENERAL—After the reporting of a bill
or joint resolution or the submission of a conference
report thereon that provides budget authority for
any emergency as identified pursuant to subsection
(d) that is not covered by subsection (¢)—

“(A) the chairman of the Committee on

the Budget of the House of Representatives or
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the Senate shall determine and certify, pursu-

ant to the guidelines referred to in section 104

of the Deficit Control Act of 2004, the portion

(if any) of the amount so specified that is for

an emergency within the meaning of ‘section

3(11); and

“(B) such chairman shall make the adjust-
ment set forth in paragraph (2) for the amount
of new budget authority (or outlays) in that
measure and the outlays flowing from that
budget authority.

“(2) MATTERS TO BE ADJUSTED.—The adjust-
ments referred to in paragraph (1) are to be made
to the allocations made pursuant to the appropriate
concurrent resolution on the budget pursuant to sec-
tion 302(a) and shall be in an amount not to exceed
the amount reserved for emergencies pursuant to the
requirements of subsection (b).

“(b) RESERVE FUND FOR EMERGENCIES.

“(1) Amouxts—The amount set forth in the

reserve fund for emergencies (other than those cov-

ered by subsection (¢)) for budget authority and out-

lays for a fiscal year pursuant to section 301(a)(4)

shall equal—

LR
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“(A) the average of the enacted levels of
budget authority for emergencies (other than
those covered by subsection (¢)) in the 5 fiscal

vears preceding the current year; and
“(B) the average of the levels of outlays
for emergencies in the 5 fiscal years preceding
the current year flowing from the budget au-
thority referred to in subparagraph (A), but
only in the fiscal year for which such budget
authority first becomes available for obligation.
“(2) AVERAGE LEVELS.—For purposes of para-
oraph (1), the amount used for a fiscal year to cal-
culate the average of the enacted levels when one or
more of such 5 preceding fiseal years is any of fiscal
vears 2000 through 2004 is as follows: the amount
of enacted levels of budget authority and the amount
of new outlays flowing therefrom for emergencies,
but only in the fiscal year for which such budget au-
thority first becomes available for obligation for each
of such 5 fiscal vears, which shall be determined by
the Committees on the Budget of the Ilouse of Rep-
resentatives and the Senate after receipt of a report
on such matter transmitted to such committees by

the Director of the Congressional Budget Office 6
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months after the date of enactment of this section

and thereafter in February of each calendar year.

“(¢) TREATMENT OF EmERGENCIES TOo Funp CER-
PaIN MiniTary OPERATIONS AND OTHER EXTRAOR-
DINARY AND CriTican Neeps.—Whenever the Com-
mittee on Appropriations reports any bill or joint resolu-
tion that provides budget authority for any emergency
that is a threat to national security and the funding of
which carries out a military operation authorized by a dee-
jamtion of war or a joint resolution authorizing the use
of military force, or for any other emergency designated
by the President and the Congress as relating to extraor-

dinary and critical needs, and the report accompanying

that bill or joint resolution, pursuant to subsection (d),'

identifies any provision that increases outlays or provides
budget anthority (and the outlays flowing therefrom) for
such emergency, the enactment of which would cause the
total amount of budget authority or outlays provided for
emergencies for the budget year in the concurrent resolu-
tion on the budget (pursuant to section 301(a)(4)) to be
exceeded, such bill or joint resolution may be considered
in the House or the Senate, as the case may be.

“(d) ComMITTEE NOTIFICATION OF EMERGENCY
LEGISLATION.—Whenever the Committee on Appropria-

tions or any other committee of either ITouse (including

FAV8\062304\062304.189
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a committee of conference) reports any bill or joint resolu-
tion that provides budget authority for any emergency, the
report accompanying that bill or joint resolution (or the
joint explanatory statement of managers in the case of a
conference report on any such bill or joint resolution) shall
identify all provisions that provide budget authority and
the outlays flowing therefrom for such emergency and in-
clude a statement of the reasons why such budget author-
ity meets the definition of an emergency pursuant to the
ouidelines referred to in section 104 of the Deficit Control
Act of 2004.7.

(h) CONFORMING AMENDMENT.—The table of con-
tents set forth in section 1(b) of the Congressional Budget
and Impoundment Control Act of 1974 is amended by in-
serting after the item relating to section 315 the following

new item:

“See. 316. Emergencies.”.
SEC. 107. UP-TO-DATE TABULATIONS.

Section 308(b)(2) of the Congressional Budget Act
of 1974 is amended by striking “and” at the end of sub-
paragraph (B), by striking the period at the end of sub-
paragraph (C) and inserting “; and”, and by adding at
the end the following new subparagraph:

“(D) shall include an up-to-date tabulation
of amounts remaining in the reserve fund for

emergencies.”.
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SEC. 108. PROHIBITION ON AMENDMENTS TO EMERGENCY

RESERVE FUND.

(a) Poixt OF OrRDER—Section 305 of the Congres-
sional Budget Act of 1974 is amended by adding at the
end the following new subsection: '

“(e) PoinT OF ORDER REGARDING EMERGENCY RE-
sERVE FuxD.—It shall not be in order in the Iouse of
Representatives or in the Senate to consider an amend-
ment to a concurrent resolution on thé budget which
&ehm)ges the amount of budget authority and outlays set
forth in section 301(a)(4) for emergeneﬁI'eserve fund.”.

(b) TECHNICAL AMENDMENT.—(1) Section 9()4(6)(1)
of the Congressional Budget Act of 1974 is amended by
inserting “305(e),” after “305(c)(4),”.

(2) Section 904(d)(2) of the Congressional Budget
Act of 1974 is amended by inserting “305(e),” after
“305(c)(4),”.

SEC. 109. CONTENT OF BUDGET RESOLUTIONS.

Section 301(a)(4) of the Congressional Budget Act
of 1974 is amended by inserting before the semicolon at
the end the following: “, and for emergencies (for the re-
serve fund in section 316(b) and for military operations

in section 316(¢))”.

F:\V8\0623041062304.189
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Subtitle B—The Baseline

2 SEC. 111. ELIMINATION OF INFLATION ADJUSTMENT.

3
4 ¢
5
6
7
8
9
10

Section 257(¢) of the Balanced Budget and Emer-

ency Deficit Control Act of 1985 is amended—

(1) in paragraph (1) by striking “for inflation
as specified in paragraph (5),”; and
(2) by striking paragraph (5) and redesignating

paragraph (6) as paragraph (5).

SEC. 112. THE PRESIDENT’S BUDGET.

(a) Paragraph (5) of section 1105(a) of title 31,

11 United States Code, is amended to read as follows:

23

“(5) except as provided in subsection (b) of this
section, estimated expenditures and appropriations
for the current year and estimated expenditures and
proposed appropriations the President decides are
necessary to support the Government in the fiscal
vear for which the budget is submitted and the 4 fis-
cal years following that year, and, except for detailed
budget estimates, the percentage change from the
current vear to the fiscal year for which the budget
is submitted for estimated expenditures and for ap-
propriations.”.

(h) Section 1105(a)(6) of title 31, United States

24 Code, is amended to read as follows:

F:\V8\062304\062304.189
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1 “(6) estimated receipts of the Government in

2 the current vear and the fiscal year for which the ’

3 hudeet is submitted and the 4 fiscal years after that '

4 vear under— ’
5 “(A) laws in effect when the budget'is sub- ‘l " ’
6 mitted; and .
7 “(B) proposals in the budget to increase |
8 revenues,

9 and the percentage change (in the case of each cat- : ~
10 ecory referred to in subparagraphs (A) and (B)) be-
11 tween the current year and the fiscal year for which
12 the budget is submitted and between the current
13 vear and each of the 9 fiscal years after the fiscal

14 vear for which the budget is submitted.”. | )
15 (¢) Section 1105(a)(12) of title 31, United States

16 Code, is amended to read as follows:

17 “(12) for each proposal in the budget for legis-
18 lation that would establish or expand a Government
19 activity or function, a table showing—

20 “(A) the amount proposed in the budget
21 for appropriation and for expenditure because
22 of the proposal in the fiscal year for which the
23 budget is submitted;

24 “(B) the estimated appropriation required
25 hecause of the proposal for each of the 4 fiscal

F:\V8\062304\062304.189
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vears after that year that the proposal will be
in effect; and
“(C) the estimated amount for the same
activity or function, if any, in the current fiscal
vear,
and, except for detailed budget estimates, the per-
centage change (in the case of each category re-
ferred to in subparagraphs (A), (B), and (C)) be-
tween the current year and the fiscal year for which
the budget is submitted.”.

(d) Section 1105(a)(18) of title 31, United States

Code, is amended by inserting ‘“new budget authority

hefore ‘“budget outlays”.

(e) Section 1105(a) of title 31, United States Code,

is amended by adding at the end the following new para-

oraphs:

“(35) a comparison of levels of estimated ex-
penditures and prop@)sed appropriations for each
function and subfunction in the current fiscal year
and the fiscal year for which the budget is sub-
mitted, along with the proposed increase or decrease
of spending in percentage terms for each function
and subfunction.

“(36) a table on sources of growth in total di-

rect spending under current law and as proposed in
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“this budget submission for the budget year and the
ensuing 9 fiscal years, which shall include changes
in outlays attributable to the following: cost-of-living
adjustments; changes in the number of program re-
cipients; increases in medical care prices, utﬂizatibn
and intensity of medical care; and residual factors.”.
(f) Section 1109(a) of title 31, United States Code,
is amended by inserting after the first sentence the fol-
Jowing new sentence: “‘For discretionary spending, these
‘estilnates shall assume the levels set forth in the discre-
tionary spending limits under section 251(b) of the Bal-
anced Budget and Emergency Deficit Control Act of 1985,
as adjusted, for the appropriate fiscal years (and if no
such limits are in effect, these estimates shall assume the
adjusted levels for the most recent fiscal year for which
such levels were in effect).”.
SEC. 113. THE CONGRESSIONAL BUDGET.
Section 301(e) of the Congressional Budget Act of
1974 (as amended by section 103) is further amended—
(1) in paragraph (1), by inserting at the end
the following: “The basis of deliberations in devel-
oping such concurrent resolution shall be the esti-
mated budgetary levels for the preceding fiscal year.
Any budgetary levels pending before the committee

and the text of the concurrent resolution shall be ac-

F:\V8\0623041062304.189
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companied by a document comparing such levels or
such text to the estimated levels of the prior fiscal
vear. Any amendment offered in the committee that
changes a budgetary level and is based upon a spe-
cific policy assumption for a program, project, or ac-
tivity shall be accompanied by a docament indicating
the estimated amount for such program, project, or
activity in the current year.”; and

(2) in paragraph (2), by striking “and” at the
end of subparagraph (IT) (as redesignated), by strik-
ing the period and inserting “‘; and” at the end of
subparagraph (I) (as redesignated), and by adding
at the end the following new subparagraph:

“(J) a comparison of levels for the current
fiscal year with proposed spending and revenue
levels for the subsequent fiscal years along with
the proposed increase or decrease of spending

in percentage terms for each function.”.

SEC. 114. CONGRESSIONAL BUDGET OFFICE REPORTS TO

COMMITTEES.

(a) The first sentence of section 202(e)(1) of the Con-

oressional Budget Act of 1974 is amended by inserting
“compared to comparable levels for the current year” be-
fore the comma at the end of subparagraph (A) and before

the comma at the end of subparagraph (B).
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(h) Section 202(e)(1) of the Congressional Budget
Act of 1974 is amended by inserting after the first sen-
tence the following new sentence: ‘‘Such report shall also
include a table on sources of spending growth in total di-
rect spending for the budget vear and the ensuing 4 fiséal
vears, which shall include changes in outlays attributable
to the following: cost-of-living adjustments; changes in the
number of program recipients; increases in medical care
prices, utilization and intensity of medical care; and resid-
{ua] factors.”.

(¢) Section 308(a)(1)(B) of the Congressional Budget
Act of 1974 is amended by inserting“‘and shall include
a comparison of those levels to comparable levels for the
current fiscal year”” before “if timely submitted”.

(d) Section 202(e) of the Congressional Budget Act
of 1974 is amended by adding at the end the following
new paragraph:

“(4) On or before February 15 of each year,
the Director shall submit to the Committees on the
Budget of the Iouse of Representatives and the
Senate, a report for the fiscal year ending on Sep-
tember 30 of the preceding year, with respect to en-
titlement spending, including (A) a comparison of
actual spending for entitlements, on an account by

account basis, with projected spending for such enti-

FAV8\062304\062304.189
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tlements assumed in the concurrent resolution of the

budget for that fiscal year and (B) an identification

of those entitlements for which the actual spending
exceeded the projected spending.”.
SEC. 115. TREATMENT OF EMERGENCIES.

Section 257(¢) of the Balanced Budget and Emer-
oency Deficit Control Act of 1985 (as amended by section
111) is further amended by adding at the end the fol-
lowing new paragraph:

“(6) EMERGENCIES.—DBudgetary resources for
emergencies shall be at the level provided in the re-
serve fund for emergencies for that fiscal year pur-
suant to section 301(a)(4) of the Congressional
Budget Act of 1974.”.

TITLE II—IMPLEMENTING FED-
ERAL SPENDING DISCIPLINE
Subtitle A—Spending Safeguards

on the Growth of Entitlements

and Mandatories
SEC. 201. SPENDING CAPS ON GROWTH OF ENTITLEMENTS
AND MANDATORIES.

(a) CONTROL OF ENTITLEMENTS AND
MaxpDaTORIES—The Balanced Budget and Emergency
Deficit Control Act of 1985 is amended by adding after

section 252 the following new section:

F:\V8\062304\062304.189
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“SEC. 252A. ENFORCING CONTROLS ON DIRECT SPENDING.
“(a) CaP ON GrowTH OF ENTITLEMENTS—Effec-
tive for fiscal year 2006 and for each ensning fiscal year,
the total level of direct spending for all direct spending
programs, projects, and activities (excluding social secu- "
rity, medicare, and net interest spending) for any such fis-
cal vear shall not exceed the total level of spending for
all such programs, projects, and activities for the previous
fiscal vear after the direct spending for1 each such pro- ‘ :
g‘ram, project, or activity is increased by—

“(1) the higher of the change ih the Consumer

Price Index for All Urban Consumers or the inﬂat&

(if any) applicable to that program, project, or activ-

e -

ity; and
“(2) the growth in eligible population for such -
program, project, or activity.
“(h) SEQUESTRATION.—Within 15 days after Con- -
oress adjourns to end a session (other than of the second
session of the One ITundred Eighth Congress), and on the
same day as a sequestration (if any) under section 251,
there shall be a sequestration to reduce the amount of di-
rect spending for the fiscal year beginning in the year the
Congress adjourns by any amount necessary to reduce
such spending to the level set forth in subsection (a) un-

Jess that amount is less than $250,000,000.

FAV8\062304\062304.189
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1 “(¢) UxirorM ReEDUCTIONS; Limirarions.—The
2 amount required to be sequestered for the fiscal year
3 under subsection (a) shall be obtained from nonexempt di-
4 rect spending accounts by actions taken in the following
S order:

6 “(1) First.—The reductions in the programs
7 specified in section 256(a) (National Wool Act and
8 special milk), section 256(b) (guaranteed student
9 loans), and section 256(c) (foster care and adoption
10 assistance) shall be made.

11 “(2) SECOND.—Any additional reductions that
12 may be required shall be achieved by reducing each
13 remaining nonexempt direct spending account by the
14 uniform percentage necessary to achieve those addi-
15 tional reductions, except that—

16 “(A) the low-income programs specified in
17 section 256(d) shall not be reduced by more
18 than 2 percent; ahd

19 “(B) the retirement and veterans benefits
20 specified in sections 256(f), (g), and (h) shall
21 not be reduced by more than 2 percent in the
22 manner specified in that section.
23 The limitations set forth in subparagraphs (A) and
24 (B) shall be applied iteratively, and after each
25 iteration the uniform percentage applicable to all

F:\V8\062304\062304.189
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other programs under this paragraph shall be in-

creased (if necessary) to a level sufficient to achieve

the reductions required by this paragraph.”.

(h) TaBLE oF CONTENTS AMENDMENT.—The table
of contents set forth in 250(a) of the Balanced ’Budget
and Emergency Deficit Control Act of 1985 is amended
by adding after the item relating to section 252 the fol-

lowing new item:

“Sec. 252A. Enforcing controls on direct spending.”.
SEC. 202. EXEMPT PROGRAMS AND ACTIVITIES.

Section 255 of the Balanced Budget and Emergency

Deficit Control Act of 1985 is amended to read as follows:

v

“SEC. 255. EXEMPT PROGRAMS AND ACTIVITIES.

“(a) SocIAL SECURITY BENEFITS; TIER I RAILROAD'
7 .

RETIREMENT BENEFITS; AND MEDICARE BENEFITS.
(1) Benefits payable under the old-age, survivors, and dis-
ability insurance program established under title II of the
Social Security Act, and benefits payvable under section
3(a), 3(£)(3), 4(a), or 4(f) of the Railroad Retirement Act
of 1974, shall be exempt from reduction under any order
issued under this part.

“(2) Payments made under title XVIII (relating to
medicare of the Social Security Act shall be exempt from

recduction under any order issued under this part.

FAV8\062304\062304.189
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~

“(b) Drscrirrions aND  Lists.—The following

budget accounts or activities shall be exempt from seques-

tration:

“(1) net interest;

“(2) all payments to trust funds from excise
taxes or other receipts or collections properly cred-
itable to those trust funds;

“(3) all payments from one Federal direct
spending budget account to another Federal budget
account; and all intragovernmental funds including
those from which funding is derived primarily from
other Government accounts, except to the extent
that such funds are augmented by direct appropria-
tions for the fiscal year for which the order is in ef-
fect;

“(4) activities resulting from private donations,
bequests, or voluntary contributions to the Govern-
ment;

“(5) payments from any revolving fund or
trust-revolving fund (or similar activity) that pro-
vides deposit insurance or other Government nsur-
ance, Government guarantees, or any other form of
contingent liability, to the extent those payments re-

sult from contractual or other legally binding com-
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mitments of the Government at the time of any se-

questration;

“(6) credit lignidating and financing accounts;

“(7) the following accounts, which largely fulfill
= b [t

requirements of the Constitution or otherwise make
payments to which the Government is committed:

“Administration of Territories, Northern

Mariana Islands Covenant grants (14-0412-0-
1-806);

“Armed Forces Retirement IIome Trust
Fund, payment of claims (84-8930-0-7-705);

“Bureau of Indian Affairs, miscellaneous
payments to Indians (14-2303-0-1-452);

“Bureau of Indian Affairs, miscellaneous.
trust funds, tribal trust funds (14-9973-0-7—
999);

“(laims, defense;

“(laims, judgments, and relief act (20—
1895-0-1-806);

“Compact of Free Association, economic
assistance pursuant to Public Law 99-658 (14—
0415-0-1-806);

“Compensation of the President (11~

0001-0-1-802);

o
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“Customs  Service, miscellaneous perma-
nent appropriations (20-9992-0-2-852);

“Fastern Indian land claims settlement
fund (14-2202-0-1-806);

“Parm Credit Administration, Limitation
on Administration Expenses (78-4131-0-3—
351);

“Farm Credit System Financial Assistance
Corporation, interest payments (20-1850-0-1-
351);

“Internal Revenue collections of Puerto
Rico (20-5737-0-2-852);

“Panama Canal Commission, operating ex-
penses and capital outlay (95-5190-0-2-403);

“Payments of Vietnam and USS Pueblo
prisoner-of-war claims (15-0104-0-1-153);

“Payments to copyright owners (03-5175-
0-2-376);

“Payments to health care trust funds (75—
0580-0-1-571); .

“Payments to social security trust funds
(75-0404-0-1-651);

“Payments to the United States terri-

tories, fiscal assistance (14-0418-0-1-801);
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“Payments to widows and heirs of de-
ceased Members of Congress (00-0215-0-1-
801);
“Pension Benefit Guaranty Corporation
Fund (16-4204-0-3-601); o
“Salaries of Article I1I judges;
“Washington Metropolitan Area Transit
Authority, interest payments ‘(46—()3()()—0—1—
401);
“(8) the following noncredit special, revolving,
or trust-revolving funds:
“Coiage profit fund (20-5811-0-2-803);

“Comptroller of the Currency;

“Director of the Office of Thrift Superu’

vision;

“Exchange Stabilization Fund (20-4444-
0-3-155);

“TFederal Housing Finance Board;

“Foreign Military Sales trust fund (11—
82232-0-7T-155);

“National Credit Union Administration,
central hquidating facility (25—447()—0~§-3—373),i

“National Credit Union Administration,
credit union insurance fund (25-4468-0-3—

373);
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“National Credit Union Administration op-
erating fund (25-4056—-0-3-373); and
“Resolution Trust Corporation Revolving

Fund (22-4055-0-3-373);

“(9) Thrift Savings Fund; '

“(10) appropriations for the District of Colum-
hia to the extent they are appropriations of locally
raised funds;

“(11)(A) any amount paid as regular unemploy-
ment compensation by a State from its account in
the Unemplovment Trust Fund (established by sec-
tion 904(a) of the Social Security Aet);

“(B) any advance made to a State from the
Federal unemployment account (established by sec-
tion 904(g) of such Act) under title XII of such Act
and any advance appropriated to the Federal unem-
plovment account pursuant to section 1203 of such
Act; and

“(C) any payment made from the Federal Em-
ployees Compensation Account (as established under
section 909 of such Act) for the purpose of carrying
out chapter 85 of title 5, United States Code, and
funds appropriated or transferred to or otherwise

deposited in sach Account;



FAMB\KIRK\KIRK.041

o

O e N b R W N

H.L.C.
27

“(12)(A) FDIC, Bank Insurance Fund (51—
4064-0-3-373);

“(B) FDIC, FSLIC Resolution Fund (51-
4065-0-3-373); and

“(C) FDIC, Savings Association Insurance
Fund (51-4066-0-3-373); and

“(13) Food Stamp Programs (12-3505-0-1-
605).

“(¢) FEDERAL RETIREMENT AND DISABILITY Ac-

10 counTs.—The following Federal retirement and disability

12 issue
13
14
15
16
17
18
19
20
21
22
23
24
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11 accounts shall be exempt from reduction under any order
d under this part:

“Civil service retirement and disability fund
(24-8135-0-7-602).

“Black Lung Disability Trust Fund (20-8144-
0-7-601).

“Foreign Service Retirement and Disability
Fund (19-8186-0-7-602).

“District of Columbia Judicial Retirement and
Survivors Annuity Fund (20-8212-0-7-602).

“Judicial Survivors’ Annuities Fund (10-8110-
0-7-602).

“Payments to the Railroad Retirement Ac-

counts (60-0113-0-1-601).
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1 | “Tax Court Judges Survivors Annuity Fund
2 (23-8115-0-7-602). | ~
3 “Emplovees Life Insurance Fund (24-8424-0- '
4 8-602).
5 “(d) FEDERAL ADMINISTRATIVE EXPENS DISE 4 ) ]
6 “(1) Notwithstanding any provision' of law ,
7 other than paragraph (3), administrative expenses |
8 incurred by the departments and agencies, including
9 independent agencies, of the Government in connec- : ~
10 | tion with any program, project, activity, or account
11 shall be subject to reduction pursuant to any seques-
12 tration order, without regard to émy exemption, ex-
13 ception, limitation, or special rule otherwise applica;
14 ble with respect to such program, project, activity,' «. :
15 or account, and regardless of whether the program,
16 project, activity, or account is self-supporting and
17 does not receive appropriations.
18 “(2) Payments made by the Government to re-
19 imburse or match administrative costs incurred by a
20 State or political subdivision under or in connection
21 with any program, project, activity, or account shall
22 not be considered administrative expenses of the
23 Government for purposes of this section, and shall
24 he subject to sequestration to the extent (and only
25 to the extent) that other payments made by the Gov-

F:\V8\062304\062304.189
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ernment under or in connection with that program,
project, activity, or account are subject to that re-
duction or sequestration; except that Federal pay-
ments made to a State as reimbursement of admin-
istrative costs incurred by that State under or in
connection with the unemployment compensation
programs specified in subsection (a)(11) shall be
subject to reduction or sequestration under this part
notwithstanding the exemption otherwise granted to
such programs under that subsection.

“(3) Notwithstanding any other provision of
Jlaw, the administrative expenses of the following
programs shall be exempt from sequestration:

“(A) Comptroller of the Currency.

“(B) Federal Deposit Insurance Corpora-
tion.

“(C) Office of Thrift Supervision.

“(D) Na,tioi)al Credit Union Administra-
tion.

“(E) National Credit Union Administra-
tion, central liquidity facility.

“(F) Federal Retirement Thrift Invest-
ment Board.

“((3) Resolution Funding Corporation.

“(H) Resolution Trust Corporation.
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“(I) Board of Governors of the Federal
Reserve System.

“(e) VETERANS Procgrams.—The following pro-

orams shall be exempt from reduction under any order

I »

d under this part:

“(eneral Post Funds (36-8180-0-7-705).

“Veterans Insurance and Indemnities (36— |
0120-0-1-701). |

“SQervice-Disabled Veterans Insurance Funds : '
(36-4012-0-701).

“Veterans Reopened Insurance IFund (36—
4010-0-3-701).

“Servicemembers’ Group Life Insurance Fund
(36-4009-0-3-T01). |

“Post-Vietnam Era Veterans Education Ae-
count (36-8133-0-7-702). |

“National Service Life Insurance Fund (36—
8132-0-7-701).

“United States Government Life Insurance
Fund (36-8150-0-7-701).

“Veterans Special Life Insurance Fund (36—
8455-0-8-701).

“(fy  OprTiONAL EXEMPTION OF DEFENSE AND

24 HOMELAND SECURITY ACCOUNTS.—

F:\V8\0623041062304.189
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“(1) INn GENERAL.—The President may, with
respect to any defense or homeland security account,
exempt that account from sequestration or provide
for a lower uniform percentage reduction than would
otherwise apply.

“(2) LivrrarioN.—The President may not use
the authority provided by paragraph (1) unless the
President notifies the Congress of the manner in
which such authority will be exercised on or before
the date specified in section 254(a) for the budget
vear.” .

SEC. 203. EXCEPTIONS, LIMITATIONS, AND SPECIAL RULES.

(a) INn GENERAL—Section 256 of the Balanced
Budget and Emergency Deficit Control Act of 1985 is
amended to read as follows:

“SEC. 256. EXCEPTIONS, LIMITATIONS, AND SPECIAL
RULES.

“(a) NATIONAL \7\7001; AcT AND THE SPECIAL MILK
ProGraM.—Automatic spending increases are increases
in outlays due to changes in indexes in the following pro-
grams:

“(1) National Wool Act; and

“(2) Special milk program.

F:AV8\062304\062304.189
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In those programs all amounts other than the automatic
spending increases shall be exempt from reduction under
any sequestration order.

“(h) THE GUARANTEED STUDENT LoOAN DPRro-
GRAM.—(1) Any reductions which are required to be

achieved from the student loan programs operated pursu-

ant to part B of title IV of the Higher Education Act of '

1965 under any sequestration order shall be achieved only
from loans described in paragraphs (2) and (3) by the ap-
i)]iCﬁﬁ()ll of the measures described in such paragraphs.

“(2) For any loan made during the period beginning
on the date that a sequestration order takes effect with
respect to a fiscal vear, the rate used in computing the
special  allowance payment pursuant to seetion
438(h)(2)(A)(iii) of such Act for each of the first four spe-
¢ial allowance payments for such loan shall be adjusted
by reducing such rate by the lesser of—

“(A) 0.40 percent, or
“(B) the percentage by which the rate specified
in such section exceeds 3 percent.

“(3) For any loan made during the period beginning
on the date that a sequestration order takes effect with
respect to a fiscal year, the origination fee which is author-
ized to be collected pursuant to section 438(c)(2) of such

Act shall be increased by 0.50 percent.

F:\V8\062304\062304.189
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“(¢) FosTER CARE AND ADOPTION ASSISTANCE

[\

PrOGRAMS.—Any sequestration order shall make the re-
duction otherwise required under the foster care and adop-
tion assistance programs (established by part E of title
IV of the Social Security Act) only with respect to pay-
ments and expenditures made by States in which increases
in foster care maintenance payment rates or adoption as-
sistance payment rates (or both) are to take effect during

the fiscal vear involved, and only to the extent that the

= NN --REEN B« Y

f—y

required reduction can be accomplished by applying a uni-

ok
[y

form percentage reduction to the Federal matching pay-

f—y
[\

ments that each such State would otherwise receive under

[
(WS

section 474 of that Act (for such fiscal year) for that por-

ol
N

tion of the State’s payments attributable to the increases

fu—
(9,4}

taking effect during that year. No State’s matching pay-

—
(@)

ments from the Government for foster care maintenance

—
~J

payments or for adoption assistance maintenance pay-

—
o0

ments may be reduced by a percentage exceeding the ap-

—
O

plicable domestic sequestration percentage. No State may,

o
-

after the date of the enactment of this Act, make any

o
[i—y

change in the timetable for making payments under a

[\
W]

State plan approved under part E of title IV of the Social

™o
W

Security Act which has the effect of changing the fiscal

o
=~

vear in which expenditures under such part are made.
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“(d) Low-IncoME ProOGraMs.—(1) DBenefit pay-
ments or payments to States or other entities for the pro-
orams listed in paragraph (2) shall not be reduced by
more than 2 percent under any sequestration order. When
reduced under an end-of-session sequestration order, those
benefit reductions shall occur starting with the payment
made at the start of January. When reduced under a with-

in-session sequestration order, those benefit reductions

shall oceur starting with the next periodic payment. : :
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“(2) The programs referred to in paragraph (1) are

[R—
[R—y

the following:

[S—
W)

“Child Nutrition (12-3539-0-1-605).

[
o=

“Grants to States for Medicaid (75-0512-0-1—

b Bt

14 551). i
15 “State Children’s Tealth Insurance Fund (75— B
16 0515-0-1-551).

17 “Supplemental Security Income Program (75— “

18 0406-0-1-609).

19 “Pemporary Assistance for Needy Families

20 (75-1552-0-1-609).

21 “Special supplemental nutrition program for

22 women, infants, and children (WIC) (12--3’510——0—1—3

23 605).

24 “(e) VETERANS MEDICAL CARE.—The maximum

25 permissible reduction in budget authority for Veterans’

FAV8\062304\062304.189
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1 medical care (36-0160-0-1-703) for any fiscal year, pur-

suant to an order issued under section 254, shall be 2

2
3 percent.
4

F:AV8\062304\062304.189
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“(f) FEDERAL RETIREMENT PROGRAMS.—

“(1) For each of the programs listed in para-
oraph (2) and except as provided in paragraph (3),
monthly (or other periodic) benefit payments shall
be reduced by the uniform percentage applicable to
direct spending sequestrations for such programs,
which shall in no case exceed 2 percent under any
sequestration order. When reduced under an end-of-
session sequestration order, those benefit reductions
shall occur starting with the payment made at the
start of Jamuary or 7 weeks after the order is
issued, whichever is later. When reduced under a
within-session sequestration order, those benefit re-
ductions shall oceur starting with the next periodic
payment.

“(2) The programs subject to paragraph (1)
are:

“Central Intelligence Agency Retirement
and Disability Fund (56-3400-0-1-054).
“Comptrollers General Retirement System

(05-0107-0-1-801)
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“(g) VETERANS PROGRAMS.

H.L.C.
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“Judicial Officers’ Retirement Fund (10—
8122-0-7-602).
“Claims Judges’ Retirement Fund (10—
8124-0-7-602).
“Pensions for former Presidents (47—

0105-0-1-802).

“National Oceanic and 'Atmospheric Ad-

ministration Retirement (13-1 45()—()-1—306).
“Railroad Industry Pension Fund (60—
8011-0-7-601). |
“Retired pay, Coast Guard (7()—-()602—-0——‘1~
403). |
“Retirement pay and medical benefits for
commissioned officers, Public Health Service
(75-0379-0-1-551).
“Payments to Civil Service Retirement and
Disability Fund (24-0200-0-1-805).
“Payments to the Foreign Service Retire-
ment and Disability Fund (72-1036-0-1-153)
“Payments to Judiciary Trust Funds (10~
0941-0-1-752).

To achieve the total

23 percentage reduction required by any order issued under

24 this part, the percentage reduction that shall apply to pay-

F:\V8\062304\062304.189
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1 ments under the following programs shall in no event ex-

2 ceed 2 percent:

3
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“(lanteen Service Revolving Fund (36-4014-0-
3-705).

“Medical Center Research Organizations (36—
4026-0-3-703).

“Disability Compensation Benefits (36-0102-
0-1-701).

“Bducation Benefits (36-0137-0-1-702).

“Vocational Rehabilitation and Employment
Benefits (36-0135-0-1-702).

“Pensions Benefits (36-0154-0-1-701).

“Burial Benefits (36-0139-0-1-701).

“Gmaranteed Transitional Housing Loans For
Homeless Veterans Program Account (36-1119-0-
1-704).

“Housing Direct Loan Financing Account (36—
4127-0-1-704).

“Tousing Guaranteed Looan Financing Account
(36-4129-0-3-704). .

“Vocational Rehabilitation and Education Di-
rect Loan Financing Account (36—4259-0-3-702).

“(h) MiLrtTary RETirEMENT.—To achieve the total

24 percentage reduction in military retirement required by

25 any order issued under this part, the percentage reduction

F:\V8\062304\062304.189
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shall apply to payments under the military retirement

(97-8097-0-7—-602) and payments to the military

2
3 retirement fund (97-0040-0-1-054) shall in no event ex-
4

2 percent.
“(1) FEDERAL PAY.—
“(1) IN GENERAL.—For purposes of any order
issued under section 254, new budget authority to
pay Federal personnel shall be reduced by the appli-
cable uniform percentage, but no sequestration order
may reduce or have the effect of reducing the rate
of pay to which any individual is entitled under any
statutory pay system (as inereased by any amount
pavable under section 5304 of title 5, United States
Code, or section 302 of the Federal Employees Pa,y'
Comparability Act of 1990) or the rate of any ele-
ment of military pay to which any individual is enti-
tled under title 37, United States Code, or any in-
crease in rates of pay which is scheduled to take ef-
fect under section 5303 of title 5, United States

Code, section 1009 of title 37, United States Code,

or any other provision of law.

“(2) DrrFINITIONS—For purposes of this sub-

section:
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1 “(A) The term ‘statutory pay system’ shall
2 have the meaning given that term in section
3 5302(1) of title 5, United States Code.
4 “(B) The term ‘elements of military pay’
5 means—
6 “(i) the elements of compensation of
7 members of the uniformed services speci-
8 fied in section 1009 of title 37, United
9 States Code,
10 “(ii) allowances provided members of
11 the uniformed services under sections 403a
12 and 405 of such title, and
13 “(iii) cadet pay and midshipman pay
14 under section 203(c) of such title.
15 “(C) The term ‘uniformed services’ shall
16 have the meaning given that term in section
17 101(3) of title 37, United States Code.
18 “G) CHILD SUPPOR'If ENFORCEMENT PROGRAM.—

19 Any sequestration order shall accomplish the full amount
20 of any required reduction in expenditures under sections
21 455 and 458 of the Social Security Act by reducing the
22 Federal matching rate for State administrative costs
23 under such program, as specified (for the fiscal year in-
24 volved) in section 455(a) of such Aect, to the extent nec-

25 essary to reduce such expenditures by that amount.

F:\V8\0623041062304.189
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(k) ExrTENDED  UNEMPLOYMENT COMPENSA-
T10N.—(1) A State may reduce each weekly benefit pay-
ment made under the Federal-State Extended Unemploy-
ment Compensation Act of 1970 for any week of unem-
ployment occurring during any period with respect ‘to
which payments are reduced under an order issued under
this title by a percentage not to exceed the percentage by
which the Federal pavment to the State under section 204
of such Act is to be reduced for such week as a result

of such order.

) \O oo - (@)} h B W o

11 “(2) A reduction by a State in accordance with sub-
12 paragraph (A) shall not be considered as a failure to fulfill
13 the requirements of section 3304(a)(11) of the Internal

14 Revenue Code of 1954.

15 “(1) CommopitTy CREDIT CORPORATION.—

16 “(1) POWERS AND AUTHORITIES OF THE COM-
17 MODITY CREDIT CORPORATION.~Thig title shall not
18 restrict the Commodity Credit Corporation in the
19 discharge of its authority and responsibility as a cor-
20 poration to buy and sell commodities in world trade,
21 to use the proceeds as a revolving fund to meet
22 other obligations and otherwise operate as a corporai
23 tion, the purpose for which it was created.

24 “(2) REDUCTION IN PAYMENTS MADE UNDER
25 CONTRACTS—(A) Payments and loan eligibility
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under any contract entered into with a person by the
Commodity Credit Corporation prior to the time any
sequestration order has been issued shall not be re-
duced by an order subsequently issued. Subject to
subparagraph (B), after any sequestration order is
issued for a fiscal year, any cash payments made by
the Commodity Credit Corporation—

“(i) under the terms of any one-year con-
tract entered into in or after such fiscal year
and after the issuance of the order; and

“(i1) out of an entitlement account,

to any person (including any producer, lender, or
cuarantee entity) shall be subject to reduction under
the order.

“(B) Each contract entered into with producers
or producer cooperatives with respect to a particular
crop of a commodity and subject to reduction under
subparagraph (A) sﬂal] be reduced in accordance
with the same terms and conditions. If some, but
not all, contracts applicable to a crop of a com-
modity have been entered into prior to the issuance
of any sequestration order, the order shall provide
that the necessary reduction in payments under con-
tracts applicable to the commodity be uniformly ap-

plied to all contracts for succeeding crops of the
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1 commodity, under the authority provided i para-
2 oraph (3). | «
3 “(3) DELAYED REDUCTION IN OUTLAYS PER- '

4 MISSIBLE.— Notwithstanding any other provision of ’
5 this title, if any sequestration order is issued \ﬁth ' ' ]
6 respect to a fiscal year, any reduction under the ,
7 order applicable to contracts described in paragraph ’
8 (2) may provide for reductions in oqtlays for the ac-

9 count. involved to occur in the fiscal vears following : '
.

10 the fiscal year to which the order applies.

11 “(4) UNIFORM PERCENTAGE RATE OF REDUC-

12 TION AND OTHER LIMITATIONS.—All reductions de-

13 scribed in paragraph (2) that are required to be
14 made in connection with any sequestration order )
15 with respect to a fiscal vear—

16 “(A) shall be made so as to ensure that
17 outlays for each program, project, activity, or m "
18 account involved are reduced by a percentage
19 rate that is uniform for all such programs,

20 projects, activities, and accounts, and may not

21 be made so as to achieve a percentage rate of

22 reduction in any such item exceeding the rate

23 specified in the order; and

24 “(B) with respect to commodity price sup-

25 port and income protection programs, shall be

F:\V8\062304\062304.189
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made in such manner and under such proce-

dures as will attempt to ensure that—

“(i) uncertainty as to the scope of
benefits under any such program is mini-
mized;

(i) any nstability in market prices
for agricultural commodities resulting from
the reduction is minimized; and

“(i11) mormal production and mar-
keting relationships among agricultural
commodities (including both contract and
non-contract commodities) are not dis-

torted.

In meeting the eriterion set out in clause (iii)
of subparagraph (B) of the preceding sentence,
the President shall take into consideration that
reductions under an order may apply to pro-
erams for two or: more agricultural commodities
that use the same type of production or mar-
keting resources: or that are alternative com-
modities among which a producer could choose
in making annual production decisions.
“(5) CERTAIN AUTHORITY NOT TO BE LIM-
1TED.—Nothing in this title shall limit or reduce In

any way any appropriation that provides the Com-
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modity Credit Corporation with funds to cover the

Corporation’s net realized losses.

“(m) PosTaL SERVICE FuND.—Notwithstanding any
other provision of law, any sequestration of the Postal
Service Fund shall be accomplished by a payment frdm
that Fund to the General Fund of the Treasury, and the
Postmaster General of the United States shall make the
full amount of that payment during the fiscal year to
which the presidential sequestration order applies.

“(m) Errects oF SEQUESTRATION.—The effects of
sequestration shall be as follows:

“(1) Budgetary resources Seflllester'éd from any
account other than an entitlement trust, special, of
revolving fund account shall revert to the Treasury
and be permanently canceled.

“(2) Except as otherwise provided, the same
percentage sequestration shall apply to all programs,
projects, and activities within a budget account (with
programs, projects, and activities as delineated in
the appropriation Act or accompanying report for
the relevant fiscal year covering that account, or for
accounts not included in appropriation Acts, as de:

lineated in the most recently submitted President’s

budget).
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“(3) Administrative regulations or similar ac-
tions implementing a sequestration shall be made
within 120 days of the sequestration order. To the
extent that formula allocations differ at different
levels of budgetary resources within an account, pro-
oram, project, or activity, the sequestration shall be
interpreted as producing a lower total appropriation,
with that lower appropriation being obligated as
thongh it had been the pre-sequestration appropria-
tion and no sequestration had occurred.

“(4) Except as otherwise provided, obligations
in sequestered direct spending accounts shall be re-
duced in the fiscal year in which a sequestration oc-
curs and in all succeeding fiscal years.

“(5) If an automatic spending increase is se-
questered, the increase (in the applicable index) that
was disregarded as a result of that sequestration
shall not be taken inito account in any subsequent
fiscal year.

“(6) Except as otherwise provided, sequestra-
tion in accounts for which obligations are indefinite
shall be taken in a manner to ensure that obliga-
tions in the fiscal year of a sequestration and suc-

ceeding fiscal years are reduced, from the level that
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‘would actually have occurred, by the applicable se-

questration percentage.”.

(b) CONFORMING AMENDMENT~—The table of con-
tents set forth in 250(a) of the Balanced Budget and
Emergency Deficit Control Act of 1985 is amended by
amending the item relating to section 256 to read as fol-

lows: -
“See. 256. Exeeptions, limitations, and special rules.”.
SEC. 204. POINT OF ORDER.
| (a) ExTITLEMENT POINT OF ORDER.—»SectiOHl 312
of the Congressional Budget Act of 1974 is amended by
adding at the end the following new subsection: |
“(g) ExTITLEMENT POINT OF ORDER.—It shall not
be in order in the Iouse of Representatives or the Senate’
to consider any bill, joint resolution, amendment, or con-
ference report that— |
“(1) increases aggregate level of direct spending
for any ensuing fiscal yvear or
“(2) includes any provision that has the effect
of modifying the application of section 252A of the
Balanced Budget and Emergency Deficit Control
Act of 1985 to any entitlement program subject to

sequestration or exempt from sequestration under

such Act.”.
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1 SEC. 205. TECHNICAL AND CONFORMING AMENDMENTS.
2 The Balanced Budget and Emergency Deficit Control
3 Act of 1985 is amended as follows:
4

(1) Section 251(a)(1) is amended by inserting

5 “ section 252A,7 after ‘‘section 2527.

6 (2) Section 254(¢)(4)(B) is amended by insert-
7 ing “or section 252A” after “‘section 2527

8 (3) Section 254(c) is amended by redesignating
9 paragraph (5) as paragraph (6) and by inserting
10 after paragraph (4) the following new paragraph:

11 “(5) DIRECT SPENDING CONTROL SEQUESTRA-
12 TION REPORTS.—The preview reports shall set forth,
13 for the current year and the budget year, estimates
14 for each of the following:

15 “(A) The total level of direct spending for
16 all programs, projects, and activities (excluding
17 social security).

18 “(B) The sequestration percentage or (if
19 the required sequestration percentage 1s greater
20 than the maximum allowable percentage for
21 medicare) percentages necessary to comply with
22 section 252A.7.
23 (4) Section 254(f) is amended by redesignating
24 paragraphs (4) and (5) as paragraphs (5) and (6)
25 and by inserting after paragraph (3) the following
26 new paragraph:

F:\VB\062304\062304.189
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1 “(4) DIRECT SPENDING CONTROL SEQUESTRA-

2 10N REPORTS.—The final reports shall contain all ’

3 the information required in the direct spending con- |

4 trol sequestration preview reports. In addition, these

5 reports shall contain, for the budget year, for eaéh ‘ '

6 account to be sequestered, estimates of the baseline | ,
7 level of sequesterable budgetary resources and re- |
8 sulting outlays and the amount of budgetary re-

9 sources to be sequestered and resulting outlay reduc- : '

10 tions. The reports shall also contain estimates of the

11 effects on outlays of the sequestration in each out-
12 vear for direct spending progrmns!”.
lé (5) Section 258C(a)(1) is amended by inserting" |
14« 959A7 after “section 252" |
15 Subtitle B—Discretionary

16 Spending Limits

17 SEC. 211. ENFORCING DISCRETIONARY SPENDING LIMITS. h B
18 (a) DISCRETIONARY SPENDING Limirs.—Sections

19 251(b) and (¢) of the Balanced Budget and Emergency

20 Deficit Control of Act of 1985 are amended to read as

21 follows:

22 “(b) DISCRETIONARY SPENDING LimiT.—As used iﬂ

23 this part, the term ‘diseretionary spending limit’ means

24 with respect to fiscal year 2005: $818,736,000,000 in new

25 budget anthority and $901,816,000,000 in outlays.”.
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(b) DISCRETIONARY SPENDING Livit PoiNT OF
ORDER—Section 312 of the Congressional Budget Act of
1974 (as amended by section 204(a)) is further amended
by adding at the end the following new subsection:

“(h) DISCRETIONARY SPENDING LimMIT PoinT oF
OrDER—It shall not be in order in the House of Rep-
resentatives or the Senate to consider any bill, joint resolu-
tion, amendment, or conference report that—

“(1) increases the discretionary spending limits
for any ensuing fiscal year after the budget year; or
“(2) would cause the discretionary spending

Jimits for the budget year to be breached.”.

SEC. 212. ANNUAL JOINT RESOLUTION ESTABLISHING DIS-
CRETIONARY SPENDING LIMITS.

(a) In GeENeEraL—Title III of the Congressional
Budget Act of 1974 is amended by adding at the end the
following new section:

“ANNUAL JOINT RES\\OLUTION ESTABLISHING
DISCRETIONARY SPENDING LIMITS

“Spe. 317. (a) InTrRODUCTION.—DBefore the close of
the second legislative day of the ITouse of Representatives
after the date of House passage of a concurrent resolution
on the budget, the chairman of the Committee on the
Budget of the ITouse shall introduce a joint resolution that
amends section 251(b) of the Balanced Budget and Emer-

oency Deficit Control of Act of 1985 to establish a discre-
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tionary spending limit for the fiscal year of the concurrent
resolution.

“(b) ExrEDITED CONSIDERATION.—For purposes of
the consideration of a joint resolution introduced pursuant
to subsection (a), the provisions of subsections () and (d)
of section 1013 (other than subsection (¢)(1)(A)) shall be
applied by substituting ‘joint resolution’ and ‘Committee |
on the Budget’ for bhill’ and ‘Committee on Appropria-
tions’, respectively.”.
| (h) CoxNrFORMING AMENDMENT.—The table of con-
tents set forth in section 1(b) of the Congressional Budget
and Impoundment Control Act of 197 4 is amended by in-
serting after the item relating to section 316 the folloxxdné

t

new item:

“Sece. 317. Annual joint resolution establishing diseretionary spending Hmits.”.

TITLE III—COMBATING WASTE,
FRAUD, AND ABUSE.
Subtitle A—Enhanced Rescissions

of Budget Authority Identified
by the President as Wasteful
Spending
SEC. 301. ENHANCED CONSIDERATION OF CERTAIN PRO-
POSED RESCISSIONS.
(a) In GENERaL.—Part B of title X of the Congres-
sional Budget and Impoundment Control Act of 1974 (2

U.S.C. 681 et seq.) is amended by redesignating sections
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June 23, 2004 (3:21 PM)

nnnnn



FAMS\KIRK\KIRK.041 HLC.

O o0 - 3 (@)Y wh ErERVS o —

[\)[\)l\)[\)[\)[\)»—ar—tp—*»—ap—aur—tv—\»—tt—a
Ul-b-wl\)’—‘OOOO\lO\U\'-b»wl\)'-dO

26

51
1013 through 1017 as sections 1014 through 1018, re-
spectively, and by inserting after section 1012 the fol-
lowing new section:
“ENHANCED CONSIDERATION OF CERTAIN PROPOSED

RESCISSIONS ‘

“Qpc. 1013, (a) PROPOSED RESCISSION OF BUDGET
AUTHORITY IDENTIFIED AS WASTEFUL SPENDING.—The
President may propose, at the time and in the manner
provided in subsection (b), the rescission of any budget
:!authority provided in an appropriation Act that he 1denti-
fies as wasteful spending. If the President proposes a re-

scission of budget authority, he may also propose to reduce

the appropriate discretionary spending limits for new

. . + . i !
budget authority and outlays flowing therefrom set forth

in section 251(b) of the Balanced Budget and Emergency
Deficit Control Act of 1985 by an amount that does not
exceed the amount of the proposed reseission. Funds made
available for obligation under this procedure may not be
proposed for rescission again under this section.

“(h) TRANSMITTAL OF SPECIAL MESSAGE.—

“(1) The President may transmit to Congress a
special message proposing to rescind amounts of
budget authority and include with that special mes-
sage a draft bill that, if enacted, would only resecind
that budget authority unless the President also pro-

poses a reduction in the appropriate discretionary
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spending limits set forth in section 251(b) of the
Balanced Budget and Emergency Deficit Control
Act of 1985. That bill shall clearly identify the
amount of budget authority that is proposed to be
rescinded for each program, project, or activity to
which that budget authority relates.

“(2) In the case of an appropriation Act that
includes accounts within the jurisdiction of more
than one subcommittee of the Committee on Appro-
priations, the President in proposing to rescind
budget authority under this section shall send a sep-
arate special message and accompanying draft bill
for accounts within the jurisdiction of each sub-
committee.

“(3) Each special message shall specify, with
respect to the budget authority proposed to be re-
scinded, the following:

“(A) The amount of budget authority
which he proposes to be rescinded.

“(B) Any account, department, or estab-
lishment of the Government to which such
budget authority is available for obligation, and
the specific project or governmental functions

involved.
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“(C) The reasons why the budget authority
should be rescinded, including why he considers
it to be wasteful spending.

“(D) To the maximum extent practicable,
the estimated fiscal, economie, and bu‘dgeta,fy
effect. (including the effect on outlays and re-
ceipts in each fiscal year) of the proposed re-
sceission.

“(E) All facts, circumstances, and consid-
erations relating to or bearing upon the pro-
posed rescission and the decision to effect the
proposed rescission, and to the maximum extent
practicable, the estimated effect of the proposed
rescission upon the objects, purposes, and pro-
grams for which the budget authority is pro-
vided.

“(F) A reduction in the appropriate disere-
tionary spending limits set forth in section
251(h) of the Balanced Budget and Emergency
Deficit Control Act of 1985, if proposed by the
President.

PROCEDURES FOR EXPEDITED CONSIDER-

“(1)(A) Before the close of the second legisla-

day of the ITouse of Representatives after the

ET ]
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date of receipt of a special message transmitted to
Congress under subsection (b), the majority leader
or minority leader of the House of Representatives
shall introduce (by request) the draft bill accom-
panying that special message. If the bill is not intro-
duced as provided in the preceding sentence, then,
on the third legislative day of the House of Rep-
resentatives after the date of receipt of that special
message, any Member of that House may introduce
the bill.

“(B) The bill shall be referred to the Com-
mittee on Appropriations. The bill shall be reported
not later than the seventh leg'iSIative day of that
House after the date of receipt of that special mes-
sage. If that committee fails to report the bill within
that period, that committee shall be automatically
discharged from consideration of the bill, and the
bill shall be placed on the appropriate calendar.

“(C) A vote on final passage of the bill shall be
taken in the ITouse of Representatives on or before
the close of the 10th legislative day of that House
after the date of the introduction of the bill in that
House. If the bill is passed, the Clerk of the IIouse
of Representatives shall cause the bill to be en-

orossed, certified, and transmitted to the Senate
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‘within one calendar day of the day on which the bill

is passed.

“(2)(A) A motion in the House of Representa-

tives to proceed to the consideration of a bill under

this section shall be highly privileged and not debét—
able. An amendment to. the motion shall not be in
order, nor shall it be in order to move to reconsider
the vote by which the motion is agreed to or dis-
agreed to.

“(B) Debate in the Iouse of Representatives
on a bill under this section shall not exceed 4 hours,
which shall be divided equally between those favoring
and those opposing the bill. A motion to further
limit debate shall not be debatable. It shall not bel
in order to move to recommit a bill under this see-
tion or to move to reconsider the vote by which the
bill is agreed to or disagreed to.

“(C) Appeals from decisions of the Chair relat-
ing to the application of the Rules of the House of
Representatives to the procedure relating to a bill
under this section shall be decided without debate.

“(D) Except to the extent specifically proxdded
in the preceding provisions of this subsection, con-
sideration of a bill under this section shall be gov-

erned by the Rules of the House of Representatives.

[
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It shall not be in order in the House of Representa-
tives to consider any rescission bill introduced pursu-
ant to the proﬁsions of this section under a suspen-
sion of the rules or under a special rule.

“(3) A bill transmitted to the Senate pursuant
to paragraph (1)(D) shall be referred to its Com-
mittee on Appropriations. That committee shall re-
port the bill without substantive revision and with or
without recommendation. The bill shall be reported
not later than the seventh legislative day of the Sen-
ate after it receives the bill. A committee failing to
report the bill within such period shall be automati-
cally discharged from consideration of the bill, and
the bill shall be placed upon the appropriate cal-
endar. |

“(4)(A) A motion in the Senate to proceed to
the consideration of a bill under this section shall be
privileged and not debatable. An amendment to the
motion shall not be in order, nor shall it be in order
to move to reconsider the vote by which the motion
is agreed to or disagreed to.

“(B) Debate in the Senate on a bill under this
section, and all debatable motions and appeals in
connection therewith (including debate pursuant to

subparagraph (C)), shall not exceed 10 hours. The
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1 “time shall be equally divided between, and controlled
2 by, the majority leader and the minority leader or | '
3 their designees. ‘
4 “(C) Debate in the Senate or any debatable mo- '
5 tion or appeal in connection with a bill under this ‘ ' )
6 section shall be limited to not more than 1 hour, to ‘
7 be equally divided between, and controlled by, the
8 mover and the manager of the bill, except that in
9 the event the manager of the bill is in favor of any : '
10 | such motion or appeal, the time in opposition there-
11 to, shall be controlled by the minority leader or his
12 designee. Such leaders, or either of them, may, from
13 time under their control of the passage of a bill;
14 allot additional time to any Senator during the con- w )
15 sideration of any debatable motion or appeal.
16 “(D) A motion in the Senate to further limit
17 debate on a bill under this section is not debatable. "
18 A motion to recommit a bill under this section is not
19 n order.
20 “(d) AMENDMENT AND DIVISIONS Prou1BITED.—No

21 amendment to a bill considered under this section shall
22 be in order in either the House of Representatives or the
23 Senate. It shall not be in order to demand a division of
24 the question in the House of Representatives (or in a Com-

25 mittee of the Whole) or in the Senate. No motion to sus-
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1 pend the application of this subsection shall be in order
2 1in either HHouse, nor shall it be in order in either House
3 to suspend the appliéation of this subsection by unanimous
4 consent.
5 “(e) REQUIREMENT TOo MAKE AVAILABLE FOR OBLI-
6 GATION.—Any amount of budget authority proposed to be
7 rescinded in a special message transmitted to Congress
8 under subsection (b) shall be made available for obligation
9 on the day after the date on which either House rejects
10 the bill transmitted with that special message.
11 “(f) DEFINITIONS.—For purposes of this section:
12 “(1) The term ‘appropriation Act’ means any
13 general or special appropriation Act, and any Act or
14 joint resolution making supplemental, deficiency, or
15 continuing appropriations. |
16 “(2) The term ‘legislative day’ means, with re-
17 spect to either House of Congress, any day of ses-
18 siom.
19 “(3) The term ‘rescind’ means, with respect to
20 an appropriation Act, to reduce the amount of budg-
21 et authority appropriated in that Act, and reducing
22 budget authority shall include reducing obligation
23 limitations set forth in that Act.”.
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(h) ExERCISE OF RULEMAKING Powgrs.—Section
904 of the Congressional Budget Act of 1974 (2 U.S.C.
621 note) is amended—

(1) in subsection (a), by striking “and 10177
and inserting “1012, and 1017”7; and ' |

(2) 1n subsection  (d), by striking “‘section
10177 and inserting “sections 1012 and 1017,

(¢) CONFORMING AMENDMENTS—

(1) Section 1011 of the Congressional Budget
Act of 1974 (2 U.S.C. 682(5)) is amended by re-
pealing paragraphs (3) and (5) and by I'e(lesigllatilég'
paragraph (4) as paragraph (3).

(2) Section 1014 of such Act (2 U.S.C. 685) is
amended— |

(A) in subsection (b)(1), by striking ‘“or
the reservation”; and

(B) in subsection (e)(1), by striking “‘or a
reservation” and by striking ‘“‘or each such res-
ervation’’.

(3) Section 1015(a) of such Act (2 U.S.C. 686)
is amended by striking “is to establish a reserve or”,
by striking ‘‘the establishment of such a reserve or”;
and by striking “reserve or”’ each other place it ap-

pears.
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1 (4) Section 1017 of such Act (2 U.S.C. 687) 1s
2 amended—
3 (A) in subsection (a), by striking “rescis-
4 sion hill introduced with respect to a special
5 message or’;
6 (B) n subsection (b)(1), by striking “re-
7 seission bill Qr”, by striking “bill or” the second
8 place it appears, by striking ‘“‘rescission bill with
9 respect to the same special message or”’, and by
10 striking ¢, and the case may be,”;
11 (C) in subsection (b)(2), by striking “bill
12 or” each place it appears;
13 (D) in subsection (¢), by striking “rescis-
14 sion”” each place it appears and by striking “bill
15 or’” each place 1t appears; |
16 (E) in subsection (d)(1), by striking “re-
17 scission bill or” and by striking “, and all
18 amendments therteto (in the case of a rescission
19 bill)”’;
20 (F) in subsection (d)(2)—
21 (i) by striking the first sentence;
22 (ii) by amending the second sentence
23 to read as follows: “Debate on any debat-
24 able motion or appeal in connection with
25 an impoundment resolution shall be limited
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1 to 1 hour, to be equally divided between,
2 and controlled by, the mover and the man- ‘
3 ager of the resolution, except that in the |
4 event that the manager of the resolution is
5 in favor of any such motion or appeal, ﬂle . '
6 time in opposition thereto shall be con-
7 trolled by the minority leader or his des- |
8 ignee.”’;
9 (i11) by striking the third sentence; : '
10 | and
11 (iv) in the fourth sentence, by striking
12 “vescission  bill or” and by striking :
13 “amendment, debatable motion,” and b},;
14 inserting ‘debatable motion’; |
15 (G) in paragraph (d)(3), by striking the
16 second and third sentences; and
17 () by striking paragraphs (4), (5), (6), ﬂ
18 and (7) of paragraph (d).
19 (d) CLERrICAL AMENDMENTS—The table of sections

20 for subpart B of title X of the Congressional Budget and
21 Impoundment Control Act of 1974 is amended by redesig-
22 nating the item relating to sections 1014 through 1018
23 as items 1015 through 1019, respectively, and by inserting
24 after the item relating to section 1012 the following new

25 item:

“See. 1013, Enhanced consideration of certain proposed rescissions.”.

F:\V8\062304\062304.189
June 23, 2004 (3:21 PM)

L]



FAMS\KIRK\KIRK.041

o—y

[ I o R =T U, s A TS B o

H.L.C.

62

Subtitle B—Commission to

Eliminate Waste, Fraud, and Abuse

SEC. 311. ESTABLISHMENT OF COMMISSION.

(a) EsraBLisuMENT.—There is established the Com-

mission to Eliminate Waste, Fraud, and Abuse (hereafter

in this subtitle referred to as the “Commission’).

(b) MEMBERSHIP.—

(1) In GENERAL.—The Commission shall con-
sist of 12 members, all of whom shall be appointed
by the President not later than 90 days after the
date of enactment of this Act.

(2) CHAIRPERSON AND VICE CHAIRPERSON.—
The President shall designate a chairperson and vice
chairperson from among the members of the Com-
mission. |

(¢) PERIOD OF APPOINTMENT; VACANCIES.—Mem-

17 bers shall be appointed for the life of the Commission. Any

18 vacancy in the Commission shall not affect its powers, but

19 shall be filled in the same manner as the original appoint-

20 ment.

21 (d) MEETINGS.—

22 (1) InrriaL MEETING.—Not later than 30 days
23 after the date on which all members of the Commis-
24 sion have been appointed, the Commission shall hold
25 its first meeting.
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(2) SUBSEQUENT MEETINGS—The Commission

shall meet at the call of the chairperson.
(e) QUORUM.—A majority of the members of the

Commission shall constitute a quorum, but a lesser num-

i

ber of members may hold hearings.
SEC. 312. DUTIES OF THE COMMISSION.
(a) DEFINITIONS—In this section, the following defi-

nitions shall apply:

(1) AGeENCY.—The term ‘“‘agency” has the

&

meaning given the term “Executive agency”’ under

section 105 of title 5, United States Code.
(2) ProGraM.—The term “program’ means

any activity or function of an agency.

(b) In GENERAL.—The Commission shall—

(1) evaluate all agencies and programs within
those agencies, using the criteria under subsection
(¢); and

(2) submit to Congress a plan with rec-
ommendations of the agencies and programs that

should be realigned or eliminated.

(¢) CRITERIA.

(1) DvrrLicaTive—If 2 or more agencies or

programs are performing the same essential funetion
and the function can be consolidated or streamlined

into a single ageney or program, the Commission
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shall recommend that the ageney or program be re-
aligned.
(2) WASTEFUL OR INEFFICIENT.—The Com-
mission shall recommend the realignment or elimi-
nation of any agency or program that has wasted
Federal funds by—
(A) egregious spending;
(B) mismanagement of resources and per-
sonnel; or
(C) use of such funds for personal benefit
or the benefit of a special interest group.
(3) OUTDATED, IRRELEVANT, OR FAILED.—The
Commission shall recommend the elimination of any
agency or program that—
(A) has completed its intended purpose;
(B) has become irrelevant; or
(C) has failed to meet its objectives.

(d) SYSTEMATIC ASS]ESS)'IISN'I‘ OF PROGRAMS.—

(1) In cExErRAL—Not later than 1 year after
the date of enactment of this Act, the President
shall—

(A) establish a systematic method for as-
sessing the effectiveness and accountability of

agency programs; and
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(B) submit, to the Commission, assess-
ments of not less than % of all programs cov-
ered under subsection (b)(1) that use the meth-

od established under subparagraph (A).

(2) METHOD OBJECTIVES.—The method esta.b-
lished under paragraph (1) shall—

(A) recognize different, types of federal
programs; |

(B) assess programs based primarily on
the achievement of performance goals (as de-
fined under section 1115(f)(4) of title 8 1,

United States Code); and |

(C) assess programs based in part on the
adequacy of the program’s performance meas-
ures, financial management, and kother factors
determined by the President.

(3) DEVELOPMENT.—The method established
under paragraph (1) shall not be implemented until
it has been reviewed and accepted by the Commis-
sion.

(4) CONSIDERATION OF ASSESSMENTS—The
Commission shall consider assessments submitted

under this subsection when evaluating programs

under subsection (b)(1).

o

T



FAMS\KIRK\KIRK.041 H.L.C.

[y

(= TN =TT BN e R N - A

66

(e) CommoN PERFORMANCE MEASURES.—Not later
than 1 vear after the date of enactment of this Act, the
President shall identify common performance measures
for programs covered in subsection (b)(1) that have simi-
lar functions and, to the extent feasible, provide the Com-
mission with data on such performance measures.

(f) REPORT.—Not later than 2 years after the date
of enactment of this Act, the Commission shall submit to
the President and Congress a report that includes the plan
described under subsection (b)(2), with supporting docu-
mentation for all recommendations.

SEC. 313. POWERS OF THE COMMISSION.

(a) HEARINGS—The Commission or, at its direction,
any subcommittee or member of the Commission, may, for
the purpose of carrving out this subtitle—

(1) hold such hearings, sit and act at such
times and places, take such testimony, receive such
evidence, and a,(ixllillisﬁer such oaths as any member
of the Commission considers advisable;

(2) require, by subpoena or otherwise, the at-
tendance and testimony of such witnesses as any
member of the Commission considers advisable; and

(3) require, by subpoena or otherwise, the pro-
duction of such books, records, correspondence,

memoranda, papers, documents, tapes, and other
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evidentiary materials relating to any matter under
imvestigation by the Commission.
(b) SUBPOENAS.—

(1) IssuaNcrE—Subpoenas issued under sub-
section (a) shall bear the signature of the ehair-
person of the Commission and shall be served by any
person or class of persons designated by the chair-
person for that purpose. |

(2) ExrorCEMENT.—In the case of contumacy
or failure to obey a subpoena issued under sub-
section (a), the United States district court for the
judicial district in which the subpoena,ed person re-
sides, is served, or may be found, may issue an ordef'
requiring such person to appear at,any designated'
place to testify or to produce doeumenfary or other
evidence. Any failure to obey the order of the court
may be punished by the court as a contempt of that

court.

(¢) InrORMATION FROM FEDERAL AGENCIES—The

20 Commission may secure directly from any Federal depart-

21 ment or agency such information as the Commission con-

22 siders necessary to carry out this Act. Upon request of

23 the chairperson of the Commission, the head of such de-

24 partment or agency shall furnish such information to the

25 Commuission.
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1 (d) PostaL ServiceEs.—The Commission may use

2 the United States mails in the same manner and under

3 the same conditions as other departments and agencies of
4 the Government.

5 (e) Girrs.—The Commission may accept, use, and

6 dispose of gifts or donations of services or property.

7 SEC. 314. COMMISSION‘PERSONNEL MATTERS.

8 (a) COMPENSATION OF MEMBERS.—

9 (1) NON-FEDERAL MEMBERS.—Except as pro-
10 vided under subsection (b), each member of the
11 Commission who is not an officer or emplovee of the
12 Government shall not be compensated.

13 (2) FEDERAL OFFICERS OR EMPLOYEES—AI
14 members of the Commission who are officers or em-
15 plovees of the United States shall serve without com-
16 pensation in addition to that received for their serv-
17 ices as officers or employees of the United States.

18 (b) TRAVEL EXPENSES.—-The members of the Com-

19 mission shall be allowed travel expenses, including per
20 diem in lieu of subsistence, at rates authorized for employ-
21 ees of agencies under subchapter I of chapter 57 of title
22 5, United States Code, while away from their homes or
23 regular places of business in the performance of services
24 for the Commission.

25 (¢) STAFF.—
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(1) IN GENERAL—The chairperson of the Com-
mission may, without regard to the civil service laws
and regulations, appoint and terminate an executive
director and such other additional personnel as may
be necessary to enable the Commission to i)erfofm
its duties. The employment of an executive director
shall be subject to confirmation hy the Commission.

(2) CompeENsaTION.—Upon the approval of the
chairperson, the executive director may fix the com-
pensation of the executive director and other per-
sonnel without regard to chapter 51 and subehapt.ér
IIT of chapter 53 of title 5, United States Code, re-
lating to eclassification of positions and Generai
Schedule pay rates, except that the rate of pay for
the executive director and other persohnel may not
exceed the maximum rate payable for a position at
(S-15 of the General Schedule under section 5332
of such title.

(3) PERSONNEL AS FEDERAL EMPLOYEES—

(A) In GENERAL—The executive director

and any personnel of the Commission who are
employees shall be employees under section
2105 of title 5, United States Code, for pur-
poses of chapters 63, 81, 83, 84, 85, 87, 89,

and 90 of that title.

"o
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(B) MEMBERS OF COMMISSION.—Subpara-
oraph (A) shall not be construed to apply to
members of the Commission.

(d) DETAIL OF GOVERNMENT EMPLOYEES.—Any
(Government employee may be detailed to the Commission
without reimbursement, and such detail shall be without
interruption or loss of keivil service status or privilege.

(e) PROCUREMENT OF TEMPORARY AND INTERMIT-
TENT SERVICES.—The chairperson of the Commission
may procure temporary and intermittent services under
section 3109(b) of title 5, United States Code, at rates
for individuals which do not exceed the daily equivalent
of the annual rate of basic pay prescribed for level V of
the Executive Schedule under section 5316 of such title.
SEC. 315. TERMINATION OF THE COMMISSION.

The Commission shall terminate 90 days after the
date on which the Commission submits its report.

SEC. 316. AUTHORIZATION OF APPROPRIATIONS.

There are authorized to be appropriated such sums

as may be necessary for carrying out this subtitle for each

of the fiscal years 2006 through 2008.
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TITLE IV—TRUTH IN
ACCOUNTING

Subtitle A—Accrual Funding of

Pensions and Retirement Pay
for Federal Employees and Uni-
formed Services Personnel

401. CIVIL SERVICE RETIREMENT SYSTEM.

(a) CrviL SERVICE RETIREMENT AND DISABILITY

FL‘;\'D.——-Chapter 83 of title 5, United States Code, is

1ded—
(1) in section 8331—
(A) in paragraph (17)—
(i) by striking ‘normal cost” and in-
serting ‘“‘normal cost 15e1*centage”; and
(ii) by inserting “‘and standards
(using dynamic assumptions)” after “prac-
tice”’;
(B) by amending paragraph (18) to read
as follows:

“(18) ‘Flund balance’ means the current net as-
sets of the Fund available for payment of benefits,
as determined by the Office in accordance with ap;
propriate accounting standards, but does not inclade

any amount attributable to—
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“(A) the Federal Employees’ Retirement
System; or

“(B) contributions made under the Federal
Employees’ Retirement Contribution Temporary
Adjustment Act of 1983 by or on behalf of any
individual who became subject to the Federal
Employees’ Retirement System;”

(C) by amending paragraph (19) to read
as follows:

“(19) ‘acerued liability’ means the estimated ex-

cess of the present value of all benefits payable from
the Fund to employees and Members, and former
employees and Members, subject to this subchapter,
and their survivors, over the present value of deduc-
tions to be withheld from the future basic pay of em-
plovees and Members currently subject to this sub-
chapter and of future agency contributions to be

made in their behalf;”

(D) in paragraph (27) by striking “and”
at the end;

(E) in paragraph (28) by striking the pe-
riod at the end and inserting a semicolon; and

(F) by adding at the end the following

paragraphs:
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“(29) ‘dynamic assumptions’ means economic
assumptions that are used in determining actuarial
costs and liabilities of a retirement system and In
anticipating the effects of long-term future—
“(A) investment vields;
“(B) increases in rates of basic pay; and
“(C) rates of price inflation; and
“(30) ‘unfunded liability’ means the estimated
excess of— : '
“(A) the actuarial present value of all fu-
ture benefits payable from the Fund under this
subchapter based on the service of current or ,
former employees or Members, over -
“(B) the sum of—

“(i) the actuarial present value of de-
ductions to be withheld from the future
basic pay of employees and Members cur-
rently subject to this chapter pursuant to
section 8334;

“(i1) the actuarial present value of the
future contributions to be made pursuant
to section 8334 with respect to employeeé
and Members currently subject to this sub-

chapter;

t *
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1 “(iii) the Fund balance, as defined in
2 paragraph (18), as of the date the un-
3 funded liability is determined; and
4 “(iv) any other appropriate amount,
5 as determined by the Office of Personnel
6 Management in accordance with generally
7 accepted actuarial practices and prin-
8 ciples.”’;
9 (2) in section 8334—
10 (A) in subsection (a)(1)—
11 (1) by striking the last two sentences;
12 (i) by redesignating that subsection,
13 as so amended, as (a)(1)(A); and
14 (iii) by adding at the end the fol-
15 lowing new subparagraphs:
16 “(B) Except as provided in subparagraph (E), each
17 employing agency having any employees or Members sub-
18 ject to subparagraph (A) ishall contribute from amounts
19 available for salaries and erenses an amount equal to the
20 sum of—
21 “(i) the produet of—
22 “(I) the normal cost percentage, as deter-
23 mined for employees (other than employees cov-
24 ered by clause (ii)), multiplied by
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ate amount of basic pay

pavable by the agency, for the period involved,

to emplovees (under subclause (1)) who are

within such ageney; and

“(11) the produet of—

“(I) the normal cost percentage, as deter-

mined for Members, Congressional employees,

law enforcement officers, firefighters, air traffic

controllers, bankruptey judges, Court of Fed-

eral Claims judges, United States magistrates,

judges of the United States Court of Appeals

for the Armed Forces, members of the Capitol

t

Police, nuclear materials couriers, and members

of the Supreme Court Police, multiplied by

“(II) the aggregate amount of basic pay

pavable by the agency for the period involved,

to employees and Members (under subclause

(I)) who are within such agency.

“(C) In determining the normal cost percentage to

20 be applied under subparagraph (B), amounts provided for

21 under subparagraph (A) shall be taken into account.

22

“(D) Contributions under this paragraph shall be

23 paid—

24
25
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judges, Court of Federal Claims judges, United

States magistrates, judges of the United States

Court of Appeals for the Armed Forces, members of

the Supreme Court Police, nuclear materials couriers

and other emplovees, from the appropriations ‘or
fund used to pay such law enforcement officers, fire-
fighters, air traffic controllers, bankruptey judges,
Court of Federal Claims judges, United States mag-
istrates, judges of the United States Court of Ap-
peals for the Armed Forces, members of the Su-
preme Court Police, nuclear materials couriers and
other employees, respectively;

“(i1) in the case of elected officials, from an apL
propriation or fund available for payment of other
salaries of the same office or establishment; and

“(ii1) in the case of employees of the legislative
branch paid by the Clerk of the House of Represent-
atives, from the contingent fund of the Iouse.

“(E) In the case of the United States Postal Service,

20 the Metropolitan Washington Airports Authority, and the
1 , 1 A

21 government of the District of Columbia, an amount equal

22 to that withheld under subparagraph (A) shall be contrib:

23 uted from the appropriation or fund used to pay the em-

24 ployee.”’; and
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1 (1) in paragraph (1)—

2 (I) in subparagraph (A) by strik-
3 ing “the first sentence of subsection
4 (a)(1) of this section” and inserting
5 “subsection (a)(1)(A)”’; and

6 (ITI) by amending subparagraph
7 (B) to read as follows:

8 “(B) the amount of the contribution under sub-
9 section (a)(1)(B) shall be the amount which would
10 have been contributed under such subsection if this
11 subsection had not been enacted.”; and

12 (ii) in paragraph (2)(C)(ii) by strik-
13 ing ‘“the first sentence of subsection
14 (a)(1)” and inserting “subsection
15 (a)(1)(A)”; and

16 (3) in section 8348—

17 (A) by repealing subsection (f);

18 (B) by amending subsection (g) to read as
19 follows:
20 “(2)(1)(A) Not later than June 30, 2005, the Office
21 of the Actuary shall determine the unfunded liability of
22 the Fund, as of September 30, 2004, attributable to bene-
23 fits payable under this chapter and make recommenda-
24 tions regarding its liquidation. After considering such ree-
25 ommendations, the Office shall establish an amortization
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schedule, including a series of annual installments com-
mencing October 1, 2005, which provides for the liquida-
tion of such liability by October 1, 2044.

“(B) The Office shall redetermine the unfunded li-
ability of the Fund as of the close of the fiscal year, for
each fiscal year beginning after September 30, 2004,
through the fiscal year ending September 30, 2039, and
shall establish a new amortization schedule, including a
series of annual installments commencing on October 1
|
of the second subsequent fiscal vear, which provides for
the liquidation of such liability by October 1, 2044. |

“(C) The Office shall I'edetermiﬁe the unfunded li-
ability of the Fund as of the close of the fiscal year for
each fiscal year beginning after September 30, 2039, and
shall establish a new amortization schedule, including a
series of annual installments commencing on Oectober 1
of the second subsequent fiscal year, which provides for
the liquidation of such liability over five years.

“(D) Amortization schedules established under this
paragraph shall be set in accordance with generally accept-
ed actuarial practices and principles, with mterest com-
puted at the rate used in the most recent valuation of the
Civil Service Retirement System.

“(2) At the beginning of each fiscal year, beginning

on October 1, 2005, the Office shall notify the Secretary
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1 of the Treasury of the amount of the first installment

2 under the most recent amortization schedule established

3 under paragraph (1). The Secretary shall credit that
4 amount to the Fund, as a Government contribution, out
5 of any money in the Treasury of the United States not
6 otherwise appropriated.
7 “(3) For the purpose of carrying out paragraph (1)
8 with respect to any fiscal year, the Office may
9 “(A) require the Board of Actuaries of the Civil
10 Service Retirement System to make actuarial deter-
11 minations and valuations, make recommendations,
12 and maintain records in accordance with section
13 8347(f); and
14 “(B) use the latest actuarial determinations
15 and valuations made by such Board of Actuaries.”;
16 (C) in subsections (h), (i), and (m) by
17 striking ‘“‘unfunded” and inserting “‘accrued”
18 each place 1t aplaéars; and
19 (D) by adding at the end the following new
20 subsection:
21 “(n) Under regulations preseribed by the Office, the

22 head of an agency may request reconsideration of any
23 amount determined to be payable with respect to such
24 agency under section 8334(a)(1)(B)—(D). Any such re-

25 quest shall be referred to the Board of Actuaries of the

F:\V8\062304\062304.189
June 23, 2004 (3:21 PM)



i !‘
i
¥

FAMS\RIRK\KIRK.041

}IL&C

80

1 Civil Service Retirement System. The Board of Actuaries

2 shall review the computations of the Office and may make

3 any adjustment with respect to any such amount which

4 the Board determines appropriate. A determination by the

5 Board of Actuaries under this subsection shall be' final.”.

6

(h) GOVERNMENT CONTRIBUTIONS—Section 8423

7 of title 5, United States Code, is amended—

8
9
10
11
12

14 SEC. 402. CENTRAL INTELLIGENCE AGENCY RETIREMENT

15
16

(1) in subsection (a)(2) by sﬁriking‘ “section
84292” and inserting ‘‘section 8422(a)”’; and

(2) in subsection (b)(2) by striking “‘equal an-
nual installments” and inserting “annual insta}l-
ments set in accordance with generally éccepted ac-

tuarial practices and prineiples’.

AND DISABILITY SYSTEM.

(a) Section 101 of the Central Intelligence Agency

17 Retirement Act (50 U.S.C. 2001) is amended—

18
19
20
21
22
23
24
25
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(1) in paragraph (5), to read as follows:
“(5) UNFUNDED LIABILITY.—The term ‘un-
funded liability’ means the estimated excess of—
“(A) the actuarial present value of all fu-
ture benefits payable from the Fund under title
11 of this Act based on the service of current
or former participants, over

“(B) the sum of—
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“(i) the actuarial present value of de-
ductions to be withheld from the future
basie payv of participants currently subject
to title II of this Aet pursuant to section
211;
“(ii) the actnarial present value of the
future contributions to be made pursuant
to section 211 with respect to participants
currently subject to title II of this Aect;
“(iii) the Fund balance, as defined in
paragraph (4), as of the date the unfunded
liability is determined; and
“(iv) any other appropriate amount,
as determined by the Director in accord-
ance with generally accepted actuarial
practices and principles.”;
(2) in paragraph (6)—

(A) by striking “‘normal cost’” and in-
serting ‘normal cost percentage’ ”’; and

(B) by inserting “and standards (using dy-
namic assumptions)” after “practice”; and
(3) by adding at the end the following para-

oraph:

“(10) Dy~xaMIC ASSUMPTIONS.—The term ‘dy-

namic assumptions’ means economic assumptions
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that are used in determining actuarial costs and li-
abilities of a retirement system and in anticipating
the effects of long-term future—

“(A) investment yields;

“(B) increases in rates of basic pay; and

“(C) rates of price inflation.”.

() Section 202 of such Act (50 U.S.C. 2012) is

amended by adding at the end the following: “The Fund
is appropriated for the pajfment of benefits as provided

by this title.”.

(¢) Section 211(a)(2) of such Act (50 USC

2021(a)(2)) is amended to read as folloivs:

[

“(2) AGENCY CcONTRIBUTIONS—The Agency
shall contribute to the Fund the amount computed
in a manner similar to that used under section
8334(a) of title 5, United States Code, pursuant to
determinations of the normal cost percentage of the
Central Intelligence Agency Retirement and Dis-
ability System by the Director. Contributions under
this paragraph shall be paid from amounts available
for salaries and expenses.”.

(d) Section 261 of such Aet (50 U.S.C. 2091) 1s

amended—

(1) by striking subsections (c¢), (d), and (e); and

t
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(2) by inserting after subsection (b) the fol-
lowing new subsections:

“(¢)(1) Not later than June 30, 2005, the Director
shall cause to be made actuarial valuations of the Fund
that determine the unfunded liability of the Fund, as of
September 30, 2004, attributable to benefits payable
under this title and make recommendations regarding its
liquidation. After considering such recommendations, the
Director shall establish an amortization schedule, nclud-
ing a series of annual installments commencing October
1, 2005, which provides for the liquidation of such lability
by October 1, 2044.

“(2) The Director shall redetermine the unfunded Ii-
ability of the Fund as of the close of the fiscal year, for
each fiscal year beginning after September 30, 2004,
through the fiscal year ending September 30, 2039, and
shall establish a new amortization schedule, including a
series of annual installmehts commencing on October 1
of the second subsequent fiscal vear, which provides for
the liquidation of such liability by October 1, 2044.

“(3) The Director shall redetermine the unfunded li-
ability of the Fund as of the close of the fiscal year for
each fiscal year beginning after September 30, 2039, and
shall establish a new amortization schedule, including a

series of annual installments commencing on October 1

FAV8\062304\062304.189
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of the second subsequent fiscal year, which provides for
the liquidation of such liability over five years.

“(4) Amortization schedules established under this
subsection shall be set in accordance with generally accept-
ed actuarial practices and principles, with interest eom-
puted at the rate used in the most recent valuation of the
Civil Service Retirement and Disability System.

“(d) At the beginning of each fiscal year, beginning
on October 1, 2005, the Director shall notify the Secretary
of the Treasury of the amount of the first installment
under the most recent amortization schedule establishgd
under subsection (¢). The Secretary‘ shall credit that
amount to the Fund, as a Government contribution, ouf
of any money in the Treasury of the United States not
otherwise appropriated. For the purposes of Section 504
of the National Security Act of 1947, this amount shall
be considered authorized.”.

(e)(1) Title III of such Act (50 U.S.C. 2151 et seq.)
is amended by adding at the end the following new section:
“SEC. 308. FULL FUNDING OF RETIREE COSTS FOR EM-

PLOYEES DESIGNATED UNDER SECTION 302.

“(a) In addition to other government contributioné
required by law, the Agency shall contribute to the Civil
Service Retirement and Disability fund (hereinafter in this

section referred to as the ‘Fund’) amounts calculated in

F:\V8\062304\062304.189
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accordance with section 8423 of title 5, United States
Code, based on the projected number of employees to be
designated pursua,nf to section 302 of this Act. In addi-
tion, the Agency, in a manner similar to that established
for employee contributions to the Fund by section 8422
of title 5, United States Code, will contribute an amount
equal to the difference between that which would be con-
tributed by the number of employees projected to be des-
ignated under section 302 and the amounts that are actu-
ally being deducted and contributed from the basie pay
of an equal number of employees pursuant to section
8422. The amounts of the Agency’s contributions under
this subsection shall be determined by the Director of the
Office of Personnel Management, in consultation with the
Director, and shall be paid by the Ag'enéy from funds
available for salaries and expenses. Agency employees des-
ignated pursuant to section 302 of this Aet shall, com-
mencing with such designétion, have deducted from their
basic pay the full amount fequired by section 8422 of title
5, United States Code, and such deductions shall be con-
tributed to the Fund.

“(b)(1) The Director of the Office of Personnel Man-
agement, in consultation with the Director, shall deter-
mine the total amount of unpaid contributions (govern-

ment and employee contributions) and interest attrib-

F:\V8\0623041062304.189
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utable to the number of individuals employed with the
Agency on September 30, 2005, who are projected to be
desionated under section 302 of this Act, but are not yet
designated under that section as of that date. The amount
shall be referred to as the section 302 unfunded 1'iabﬂify.

“(2) Not later than June 30, 2006, the Director of
t,he Office of Personnel Management, in' consultation with
the Director, shall establish an amortization schedule, set-
ting forth a series of annual installments commencing
:
September 30, 2006, which provides for tbe liquidation of
the section 302 unfunded liability by September 30, 201.3‘

“(3) At the end of each fiscal year'; beginning on Sep-
tember 30, 2006, the Director shall notify the Seeretam;
of the Treasury of the amount of the annual installment‘
under the amortization schedule established under para-
oraph (2) of this subsection. Before closing the accounts
for that fiscal vear, the Secretary shall credit that amount
to the Fund, out of any money in the Treasury of the
United States not otherwise appropriated.

“(¢) Amounts paid by the Agency pursuant to this
section are deemed to be specifically authorized by the
Congress for the purposes of section 504 of the Nationai

Security Act of 1947.7.
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1 (2) The table of contents of such Act is amended by

2 inserting after the item relating to section 307 the fol-

lowing new item:

“See. 308, Full funding of retiree costs for employees designated under section

302.7.

4 SEC. 403. FOREIGN SERVICE RETIREMENT AND DISABILITY
5 SYSTEM.

6 Chapter 8 of title I of the Foreign Service Act of
7 1980, Public Law 96-465 (22 U.S.C. 4041 et seq.) 94
8 Stat. 2071, as amended, is further amended—

9 (1) in section 804 (22 U.S.C. 4044)—

10 (A) by amending paragraph (5) to read as
11 follows:

12 “(5) ‘normal cost percentage’ means the entry-
13 age normal cost computed In aceordance with gen-
14 erally accepted actuarial practice and standards
15 (using dynamic assumptions) and expressed as a
16 level percentage of aggregate basie pay;’;

17 (B) by amending paragraph (14) to read
18 as follows:

19 “(14) ‘unﬁmded}]iability’ means the estimated
20 excess of—
21 “(A) the actuarial present value of all fu-
22 ture benefits payable from the Fund under this
23 part based on the service of current or former
24 participants, over

F:\V8\062304\062304.189
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“(B) the sum of—

“(i) the actuarial present value of de-
ductions to be withheld from the future
hasic pay of participants currently subject
to this part pursuant to section 805';

“(ii) the actuarial present value of the
future contributions to be made pursuant
to section 805 with respect to participants
currently subject to this part;

“(ili) the Fund balance, as defined n
paragraph (7), as of the date the unﬁmdgéd
liability 1s determined, exduding any
amount attributable to the Foreign Servicé
Pension System, or “contributions made
under the Federal Employeeé’ Retirement
Contribution Temporary Adjustment Act
of 1983 by or on behalf of any individual
who became subject to the Foreign Service
Pension System; and

“(iv) any other appropriate amount,
as determined by the Secretary of the
Treasury in accordance with generally ae
cepted actuarial practices and principles.”;

and

t
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(C)(i) by striking the period at the end of

[X3

paragraph (15) and inserting *“; and”; and
(i1) b\ adding at the end the following new
paragraph:

“(16) ‘dynamic assumptions’ means economic
assumptions that are used in determining actuarial
costs and liabilities of a retirement system and in
anticipating the effects of long-term future—

“(A) investment yields;
“(B) increases in rates of basic pay; and
“(C) rates of price inflation.”;
(2) in section 852 (22 U.S.C. 4071a)—
(A) in paragraph (4)—

(i) by striking “normal cost” and in-
serting “normal cost percentage”; and

(ii) by striking “by the Secretary of
State’’;

(B) in parag'raph (1) —

(1) by sfriking “supplemental’” and in-
serting ‘“‘unfunded’’;

(ii) in subparagraph (B)(i) by striking
“(I)” and “and (II) contributions for past
civilian and military service”’; and

(iii) in subparagraph (B)(ii) by insert-

ing before the semicolon “‘with respect to
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participants currently subject to this part”;
and
(C)(i) at the end of paragraph (8) by strik-
mg “‘and’; |
(i) at the end of paragraph (9) by striking
the period and inserting *“; and”; and
(iii) by adding at the end the following new
paragraph: .
“(10) ‘dynamic assumptions’ means economic
assumptions that are used in determining actuarial
costs and liabilities of a retirement system and in
anticipating the effects of long'-term future—
“(A) investment yields;
“(B) increases in rates of basic pay; and
“(C) rates of price i‘l'lﬂation.”;‘
(3) in  section 805(a)(1) (22 U.S.C.
4045(a)(1))—
(A) by striking the second sentence;
(B) by redesignating that subsection, as so
amended, as (a)(1)(A);
(C) by redesignating the last sentence of
that subsection, as so amended as (a)(1)(C); |
(D) by inserting after subparagraph (A)

the following new subparagraph:
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“(B) Each employing agency having par-
ticipants shall contribute to the Fund the
amount cémputed in a manner similar to that
used under section 8334(a) of title 5, United
States Code, pursuant to determinations of the
normal cost percentage of the Foreign Service
Retirement and Disability System. Contribu-
tions under this subparagraph shall be paid
from the appropriations or fund used for pay-
ment of the salary of the participant.”;

(E) in subsection (a)(2)(A) by striking
“An equal amount shall be contributed by the
Department” and inserting in its place “Each
employing agency having participants shall con-
tribute to the Flund the amount éompnted n a
manner similar to that used under section
8334(a) of title 5, United States Code, pursu-
ant to deternﬁnétions of the normal cost per-
centage of the F‘oreign Service Retirement and
Disability System’’; and

(F) in subsection (a)(2)(B) by striking
“An equal amount shall be contributed by the
Department” and inserting in its place “Each
employing agency having participants shall con-

tribute to the Fund from amounts available for
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[

salaries and expenses the amount computed in
a manner similar to that used under section '
8334(a) of title 5, United States Code, pursu-
ant to determinations of the normal cost per-
centage of the Foreign Service Retirement aﬁd
Disability System’’; | .
(4) by repealing sections 821 and 822 (22

U.S.C. 4061 and 4062) and by adding the following

new section:

- ,
<o \O oo - (@) ¥, EN W [\

“Skc. 821. UnruNnpED LiasiLity.—(a)(1) Not later

ol
[y

than June 30, 2005, the Secretary of State shall cause

to be made actuarial valuations of the Fund that deter-

[a—
o

i [

13 mine the unfunded liability of the Fund, as of September
14, 30, 2004, attributable to benefits pavable, under this sub- .
15 chapter and make I'ecommendations regarding its liquida-
16 tion. After considering such recommendations, the See-
17 retary of State shall establish an amortization schedule,
18 including a series of annual installments commencing Oe-
19 tober 1, 2004, which provides for the liquidation of such
20 lability by October 1, 2044.

21 “(2) The Secretary of State shall redetermine the un-
22 funded liability of the Fund as of the close of the fiseai
23 vear, for each fiscal year beginning after September 30,
24 2004, through the fiscal year ending September 30, 2039,

25 and shall establish a new amortization schedule, including

F:\V8\0623041062304.189
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a series of annual installments commencing on October 1
of the second subsequent fiscal year, which provides for
the liquidation of such liability by October 1, 2044.

“(3) The Secretary of State shall redetermine the un-
funded liability of the Fund as of the close of the fiscal
vear for each fiscal year beginning after September 30,
2039, and shall establish a new amortization schedule, m-

cluding a series of annual installments commencing on Oc-

O o0 N N B W

tober 1 of the second subsequent fiscal year, which pro-

—
o

vides for the liquidation of such liability over five years.

[—y
fum—

“(4) Amortization schedules established under this

[—
o

subsection shall be set in accordance with generally aceept-

[—
(O8]

ed actuarial practices and principles, with interest com-

.._.
I

puted at the rate used in the most recent valuation of the

Foreign Service Retirement and Disability System.

—
N W

“(b) At the beginning of each fiscal year, beginning
fa o ’ el )

[w—y
~J

on October 1, 2005, the Secretary of State shall notify

the Secretary of the Treasury of the amount of the first

[
Nl o

installment under the most recent amortization schedule

[\
O

established under paragraph (1). The Secretary of the

[\]
[a—

Treasury shall eredit that amount to the Fund, as a Gov-

[\
o

ernment contribution, out of any money in the Treasury

N
(%)

of the United States not otherwise appropriated.”;

(5) in  section 857(b)(1) (22 U.S.C.

N0 B\
B

4071£(h)(1)) by striking “equal annual installments”

F:A\V8\062304\062304.189
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<

and inserting ‘“‘annual installments set in accordance
with generally accepted actuarial practices and prin-
ciples”;
(6) in section 859 (22 U.S.C. 4071h) by adding
| ‘

“percentage’” after ‘“normal cost”’;

(7) in section 802 (22 U.S.C. 4042) by adding

for the payment of benefits as provided by this sub-
chapter.”’; and

(8) in section 818 (22 U.S.C. 4058) by striking
“System” and inserting “Systems under this ‘su!b-
chapter”.

i

SEC. 404. PUBLIC HEALTH SERVICE COMMISSIONED CORPS

RETIREMENT SYSTEM. |

(a) TN GENERAL—Title IT of the Public Health Serv-

ice Act (42 U.S.C. 202 et seq.) is amended by adding at
the end the following new part:

“PART C—PUBLIC HEALTH SERVICE
COMMISSIONED CORPS RETIREMENT SYSTEM
“ESTABLISHMENT AND PURPOSE OF FUND

“Sec. 251. There is established on the books of the
Treasury a fund to be known as the Public Iealth Servicé
Commissioned Corps Retirement Fund (hereinafter in this

part referred to as the ‘Fund’), which shall be adminis-

tered by the Secretary. The Fund shall be used for the

F:AV8\062304\062304.189
June 23, 2004 (3:21 PM)
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accumulation of funds in order to finance on an actuarially
sound basis lhabilities of the Department of Health and
Human Services for benefits payable on account of retire-
ment, disability, or death to commissioned officers of the
Public Iealth Service and to their survivors pursuant to
part A of this title.
“ASSETS OF THE FUND

“Sec. 252, There shall be deposited into the Fund
the following, which shall constitute the assets of the
Fund:

“(1) Amounts paid into the Fund under section

Do
ot
ot

“(2) Any return on investment of the assets of
the Fund.

“(3) Amounts transferred into the Fund pursu-
ant to section 404(e) of the Deficit Control Act of
2004.

“PAYMENT FROM THE FUND

“Sec. 253. There shall be paid from the Fund bene-
fits payable on account of retirement, disability, or death
to commissioned officers of the Public Health Service and
to their survivors pursuant to part A of this title.

“DETERMINATION OF CONTRIBUTIONS TO THE FUND

“Sec. 254. (a)(1) Not later than June 30, 2005, the

Secretary shall determine the unfunded liability of the

Fund attributable to service performed as of September

FAV8\062304\062304.189
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30, 2004, which is ‘active service’ for the purpose of sec-
tion 212. The Secretary shall establish an amortization
schedule, including a series of annual installments com-
mencing October 1, 2005, which provides for the liquida-
tion of such liability by October 1, 2044. -

“(2) The Secretary shall redetermine the unfunded
]iabi]ity of the Flund as of the close of the fiscal year, for
each fiscal year beginning after September 30, 2004,
through the fiscal year ending September 30, 2039, and
|
shall establish a new amortization schedule, including a
series of annual installments commencing on Octobgr. 1
of the second subsequent fiscal year, which provides for
the liquidation of such liability by October 1, 2044. |

“(3) The Secretary shall redetermine the unfunded
liability of the Flund as of the close of the fiscal year for
each fiscal vear beginning after September 30, 2039, and
shall establish a new amortization schedule, including a
series of annual installments commencing on October 1
of the second subsequent fiscal year, which provides for
the liquidation of such liability over 5 years.

“(b) The Secretary shall determine each fiscal year,
in sufficient time for inclusion in the budget request for

the following fiscal year, the total amount of Department

of Health and Human Services contributions to be made

F:AV8\062304\062304.189
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1 to the Fund during the fiscal yvear under section 255(a).

2 That amount shall be the sum of—

3
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“(1) the pfoduet of—

“(A) the current estimate of the value of
the single level percentage of basic pay to be de-
termined under subsection (¢)(1) at the time of
the most recent actuarial valuation under sub-
section (¢); and

“(B) the total amount of basic pay ex-
pected to be paid during that fiseal year to
commissioned officers of the Public Health
Service on active duty (other than active duty
for training); and
“(2) the product of—

“(A) the current estimate of the value of
the single level percentage of basic pay and of
compensation (paid pursuant to section 206 of
title 37, United States Code) to be determined
under subsection (¢)(2) at the time of the most
recent actuarial valuation under subsection (e);
and

“(B) the total amount of basic pay and of
compensation (paid pursuant to section 206 of
title 37, United States Code) expected to be

paid during the fiscal year to commissioned of-
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1 | ficers of the Reserve Corps of the PPublic Health
Service (other than officers on full-time duty
other than for training) who are not otherwise
described in subparagraph (A).
“(e¢) Not less often than every four years théreaf‘ﬁer
any statutory change affecting benefits payable on account |
of retirement, disability, or death to commissioned officers

or their survivors), the Secretary shall carry out an actu-

[

2
3
4
5
6 (or by the fiscal year end prior to the effective date of
7
8
9
0

arial valuation of benefits payable on account of retire-
11 ment, disability, or death to commissioned officers of the
12 Public Health Service and to their sufvivors pursuant to
13 part A of this title. Each such actuarnal valuation shali

i

14, be signed by an enrolled Actuary and shall. include—

15 “(1) a determination (using the aggregate
16 entry-age normal cost method) of a single level per-
17 centage of basic pay for commissioned officers of the
18 Public Health Service on active duty (other than ac-
19 tive duty for training); and

20 “(2) a determination (using the aggregate
21 entry-age normal cost method) of a single level per-
22 centage of basic pay and of compensation (paid pur'i
23 suant to section 206 of title 37, United States Code)
24 of commissioned officers of the Reserve Corps of the
25 Public Health Service (other than officers on full

F:AV8\0623041062304.189
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time duty other than for training) who are not oth-

erwise described in paragraph (1).

“(d) All determinations under this section shall be in
accordance with generally accepted actuarial principles
and practices and, where appropriate, shall follow the gen-
eral pattern of methods and assumptions approved by the
Department of Defense Retirement Board of Actuaries.

“(e) The Secretary shall provide for the keeping of
such records as are necessary for determining the actu-
arial status of the Fund.

“PAYMENTS INTO THE FUND

“Srec. 255, (a) From amounts available to the De-
partment of Health and Human Services for salaries and
expenses, the Secretary shall pay into the Fund at the end
of each month the amount that is the sum of—

“(1) the product of—

“(A) the level percentage of hasic pay de-
termined using :all the methods and assump-
tions approved for the most recent (as of the
first day of the. current fiscal year) actuarial
valuation under sections 254(¢)(1) (except that
any statutory change affecting benefits payable
on account of retirement, disability, or death to
commissioned officers or their survivors that is

effective after the date of that valuation and on

F:\VE\062304\062304.189
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or before the first day of the current fiscal year
shall be used in such determination); and

“(B) the total amount of basic pay accrued
for that month by commissioned officers of the
Public Health Service on active duty’ (other
than active duty for training); and ' .
“(2) the product of— .

“(A) the level percentage of basic pay and
of compensation (paid pursuant to section 206
of title 37, United States que) determined
using all the methods and assumptions aP—
proved for the most recent (as of fhe first day

'

of the current fiscal year) actuarial valuation
under section 254(¢)(2) (eXeept,that any stat.u-' -
tory change affecting benefits 1)5}*&1316 on ac-
count of retirement, disability, or death to com-
missioned officers or their survivors that is ef-
fective after the date of that valumation and on
or before the first day of the current fiscal year
shall be used in such determinations); and

“(B) the total amount of basic pay and of
compensation (paid pursuant to section 206 0f"
title 37, United States Code) accrued for that
month by commissioned officers of the Reserve

Corps of the Public Health Service (other than
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101
officers on full-time duty other than for train-
ing).

“(b) At the beginning of each fiscal year, beginning
on October 1, 2005, the Secretary shall certify to the Sec-
retary of the Treasury the amount of the first installment
under the most recent amortization schedule established
under section 254(a). The Secretary of. the Treasury shall
pay into the Fund from the General Fund of the Treasury
the amount so certified. Such payment shall be the con-

i

tribution to the Fund for that fiscal year.

“INVESTMENTS OF ASSETS OF FUND

t

“SEC. 256. The Secretary may réquest the Secretary
of the Treasury to invest such portion of the Fund as ié
not, in the judgment of the Secretary, required to meet.
the current needs of the Fund. Such investnients shall be
made by the Secretary of the Treasury in public debt secu-
rities with maturities suitable to the needs of the Fund,
as determined by the Secretary, and bearing interest at
rates determined by the Secretary of the Treasury, taking
into consideration current market yields on outstanding
marketable obligations of the United States of comparable
maturities. The income on such investments shall be cred-
ited to and form a part of the Fund.

“IMPLEMENTATION YEAR EXCEPTIONS
“Sec. 257. (a) To avoid funding shortfalls in the first

vear should formal actuarial determinations not be avail-

F:\V8\062304\062304.189
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able in time for budget preparation, the amounts used in
the first year in sections 255(a)(1)(A) and 255(a)(2)(A)
shall be set equal to those estimates in sections
254(b)(1)(A) and 254(b)(2)(A) if final determinations are
not available. The original unfunded lLability as defined
in section 254(a) shall include an adjustment to correct
for this difference between the formal actuarial determina-
tions and the estimates in sections 254(b)(1)(A) and
254(b)(2)(A).".

(b) CONFORMING AMENDMENTS—

(1) CONDITION OF DETAIL.—Section 214 of the

Public Health Service Act (42 U.S.C. 215) is

amended by adding at the end the following new

subsection:

“(e) The Secretary shall condition any detail under
subsection (a), (b), or (¢) upon the agreement of the exec-
utive department, State, subdivision, Committee of the
Congress, or institution concerned to pay to the Depart-
ment of Health and Human Services, in advance or by
way of reimbursement, for the full cost of the detail in-
cluding that portion of the contributions under section
255(a) that is attributable to the detailed personnel.”.

(2) EXEMPTION FROM SEQUESTRATION.—Sec-

tion 255(g)(1) of the Balanced Budget and Emer-

F:AV8\062304\062304.189
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1 ‘gency Deficit Control Act of 1985 (2 TU.S.C.
2 905(g)(1)) is amended—

3 (A) in subparagraph (A), by inserting after
4 the item relating to ‘“‘payment to the fdreign
5 service retirement and disability fund” the fbl—
6 lowing item: “Payment to the Publi¢c Health
7 Service Commissioned Corps Retirement Fund |
8 (75-0380-0-1-551);”"; and

9 | (B) in subparagraph (B), by inserting
10 after the item relating to the “Pensions for
11 former Presidents” the following item: “Publie
12 Health Service Commissioned Corps‘ Retirement
lé Fund (75-8274-0-7-602);”. |
14. (¢) TRANSFER OF APPROPRIATIONS —There shall be

15 transferred on October 1, 2006, into the fuﬁd established
16 under section 251 of the Public Health Service Act, as
17 added by subsection (a), any obligated or unobligated bal-
18 ances of appropriations made to the Department of Health
19 and Human Services that are currently available for bene-
20 fits payable on account of retirement, disability, or death
21 to commissioned officers of the Public Health Service and
22 to their survivors pursuant to part A of title I of the Pub-;
23 lic Health Service Act, and amounts so transferred shall

24 be part of the assets of the Fund.
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SEC. 405. NATIONAL OCEANIC AND ATMOSPHERIC ADMIN-

ISTRATION COMMISSIONED OFFICER CORPS

RETIREMENT SYSTEM.

(a) In GENERAL.—The National Oceanic and Atmos-
pheric Administration Commissioned Officer Corps Act of
2002 (title II of Public Law 107-372) is amended by in-
serting after section 246 (33 U.S.C. 3046) the following
new section:

“Sec. 246A. (a) ESTABLISHMENT AND PURPOSE OF
NOAA CommissIONED OFFICER CORPS RETIREMENT
Funxp.—(1) There i1s established on the books of the
Treasury a fund to be known as the National Oceanie and
Atmospheric Administration Commissioned Officer Corps
Retirement Fund (hereinafter in this section referred to
as the ‘Fund’), which shall be administered by the Sec-
retary. The Fund shall be used for the accumulation of
funds n order to finance on an actuarially sound basis
liabilities of the Departmelrlt of Commerce under military
retirement and survivor benefit programs for the commis-
sioned officers corps.

“(2) The term ‘military retirement and survivor ben-
efit program’ means—

“(A) the provisions of this title and title 10,

United States Code, creating entitlement to, or de-

termining, the amount of retired pay;

FAV8\062304\062304.189
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“(B) the programs under the jurisdiction of the
Department of Defense providing annuities for sur-
vivors and members and former members of the
Armed Forces, including chapter 73 of title 10, sec-
tion 4 of Public Law 92-425, and section 5 of Pub-
lic Law 96-202, as made applicable to the ‘commis-
sioned officer corps by section 261.

“(b) Assers oF THE FUuND—There shall be depos-

ited into the Fund the following, which shall constitute

10 the assets of the Fund:

3
12
13
14
15
16
17

18

“(1) Amounts paid into the Fund under ‘Su’b-
section (e).

“(2) Any return on investment of the assets 0f"
the Fund.

“(3) Amounts transferred into the Fund pursu-
ant to section 405(c) of the Deficit Control Act of
2004.

“(¢) PaymMENTS FroM THE FuxD.—There shall be

19 paid from the Fund benefits payable on account of mili-

20 tary retirement and survivor benefit programs to commis-

21 sioned officers of the commissioned officer corps and their

22 survivors.

23

“(d) DETERMINATION OF CONTRIBUTIONS TO THE

24 Funxp.—(1)(A) Not later than June 30, 2004, the Sec-

25 retary shall determine the unfunded liability of the Fund

F:\V8\0623041062304.189
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attributable to service performed as of September 30,
2004, which is ‘active service’ for the purpose of this title.
The Secretary shall establish an amortization schedule, n-
cluding a series of annual installments commencing Octo-
ber 1, 2005, which provides for the liquidation of such
liability by October 1, 2044.

“(B) The Secretary shall redetermine the unfunded
liability of the Flund as of the close of the fiscal year, for
each fiscal vear beginning after September 30, 2004,
through the fiscal year ending September 30, 2039, and
shall establish a néw amortization schedule, including a
series of annual installments commencing on September
30 of the subsequent fiscal yvear, which provides for the
liquidation of such liability by October 1, 2044.

“(C) The Secretary shall I‘e(‘ietermine‘the unfunded
liability of the Fund as of the close of the fiscal year for
each fiscal year beginning after September 30, 2039, and
shall establish a new authdrization schedule, including se-
ries of annual installments commencing on October 1 of
the second subsequent fiseal year, which provides for the
liquidation of such liability over 5 years.

“(2) The Secretary shall determine each fiscal year,
in sufficient time for inclusion in the budget request for
the following fiscal year, the total amount of Department

of Commerce contributions to be made to the Fund during

F:\V8\062304\062304.189
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that fiscal vear under (e). The amount shall be the product
of—
“(A) the current estimate of the value of the
single level percentage of basic pay to be determined
under subsection (e) at the time of the most I'eceht

actuarial valuation under paragraph (3); and .

| LR}

“(B) the total amount of basic pay expected to
be paid during that fiscal year to commissioned offi-

cers of NOAA on active duty. ‘ '
“(3) Not less often then every four years (or by the
fiscal year end before the effective date of any statutory
change affecting benefits payable on | accouﬁt of retire-

ment, disability, or death to commissioned officers or their |
‘ . o
survivors), the Secretary shall carry out an actuarial valu- .
ation of benefits payable on account of military retirement :
and survivor benefit programs to commissioned officers of
the Administration and to their survivors. Each such actu-
arial valuation shall be signed by an enrolled Actuary and
shall include a determination (using the aggregate entry-
age normal cost method) of a single level percentage of
basic pay for commissioned officers on active duty.
“(4) All determinations under this section shall be in‘:
accordance with generally accepted actuarial principles
and practices, and, where appropriate, shall follow the

general pattern of methods and assumptions approved by

F:\V8\062304\062304.189
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the Department of Defense Retirement Board of Actu-
aries.

“(5) The Secretary shall provide for the keeping of
such records as are necessary for determining the actu-
arial status of the Fund.

“(e) PavymexTs InTO THE FunDpD.—(1) From
amounts appropriated to the National Oceanic Atmos-
pheric Administration for salaries and expenses, the Sec-
retary shall pay into the Fund at the end of each month
the amount that is the product of—

“(A) the level percentage of basic pay deter-
mined using all the methods and assumptions ap-
proved for the most recent (as of the first day of the
current fiscal year) actuarial valuation under sub-
section (d) (except that any statutory éhange affect-
ing benefits payable on account of military retire-
ment and survivor benefit programs to commissioned
officers of the Adminijstration and to their survivors
that is effective date after the date of that valuation
and on or before the first day of the current fiscal
vear shall be used in such determination); and

“(B) the total amount of basic pay acecrued for
that month by commissioned officers on active duty.
“(2)(A) At the beginning of each fiscal year, the Sec-

retary shall determine the sum of—

F:\V8\062304\062304.189
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1 “(i) the amount of the payment for that year
2 under the amortization of the original unfunded li- ‘
3 ability of the Ifund; |
4 “(1) the amount (including any neg'ative |
« .
5 amount) for that vear under the most recent amorti- '
6 zation schedule determined by the Secretary for the | \
7 amortization of any cumulative actuarial gain or loss |
8 to the Fund, resulting from changes in benefits; and
9 “(ii1) the amount (including any negative '
10 amount) for that year under the most recent amorti-
11 zation schedule determined by the Secretary for the
12 amortization or any cumulative ac‘tuaria]‘gain or loss !
lé to the Fund resulting from changes in actuarial a@ ‘
14. sumptions and from experieneé different from the‘ .
15 assumed since the last valuation.

16 The Secretary shall promptly certify the amount of the
17 sum to the Secretary of the Treasury.

18 “(B) Upon receiving the certification pursuant to
19 paragraph (1), the Secretary of the Treasury shall
20 promptly pay into the Fund from the General Fund of
21 the Treasury the amount so certified. Such payment shall
22 be the contribution to the Flund for that fiscal year. |
23 “(f) INVESTMENT OF ASSETS OF THE Funp.—The
24 Secretary may request the Secretary of the Treasury to

25 invest such portion of the Fund as is not, in the judgment
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of the Secretary, required to meet the current needs of
the Fund. Such investments shall be made by the Sec-
retary of the Treasﬁry in public debt securities with matu-
rities suitable to the needs of the Fund, as determined
by the Secretary, and bearing interest at rates determined
by the Secretary of the Treasury, taking into consideration
current market yields on outstanding marketable obliga-
tions of the United States of comparable maturities. The
imcome of such investments shall be credited to and form
a part of the Fund.

“(g) IMPLEMENTATION YEAR Excerrions—(1) To
avoid funding shortfalls in the first year should formal ac-
tuarial determinations not be available in time for budget
preparation, the amounts used in the first year in sub-
section (e)(1)(A) shall be set equal to the esﬁmate in sub-
section (d)(2)(A) if final determinations are not available.
The original unfunded liability as determined in sub-
section (d)(1) shall ineludé an adjustment to correct for
this difference between the formal actuarial determina-
tions and the estimates in subsection (d)(2)(A).”.

(b) ExEMPTION FROM SEQUESTRATION.—Section
255(g)(1)(B) of the Balanced Budget and Emergency
Deficit Control Aet of 1985 (2 U.S.C. 905(2)(1)(B)) is
amended by striking ‘“National Oceanic and Atmospheric

Administration retirement (13-1450-0-1-306);” and in-
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serting “National Oceanic and Atmospheric Administra-

fu—y

tion Commissioned Officer Corps Retirement Fund;”.

(¢) TRANSFER OF APPROPRIATIONS—There shall be
transferred on October 1, 2006, into the fund established
under section 246A(a) of the National Oceanic and At-
mospheric Administration Commissioned Officer Corps

Act of 2002 (title IT of Public Law 107-372, as added

by subsection (a)), any obligated and unobligated balance

OO0 3 N Wi 0 LN

of appropriations made to the Department of Commerce

[
o

that are available as of the date of the enactment of this

"
(A

Act for benefits payable on account of military retirement

and survivor benefit programs to commissioned officers of

[

the NOAA Commissioned Officer Corps and to their sur-

i

vivors, and amounts so transferred shall be part of the

L e )
A WS P

—
Wn

assets of the I'und, effective October 1, 2006.

[y
(@)

(d) ErrecTivE DATE.—Subsection (¢) (relating to

-y
~]

payments from the Fund) and (e) (relating to payments

[S—y
o0

into the Fund) of section 246A of the National Oceanic

[—
O

and Atmospheric Administration Commissioned Officer

[\
]

Corps Act of 2002 (title IT of Public Law 107-372, as

[\)
[y

added by subsection (a)), shall take effect on October 1,

2006.
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SEC. 406. COAST GUARD MILITARY RETIREMENT SYSTEM.

(W]
FaN

(a) AccruaL Funping FOr CoasT GUARD RETIRE-

N
W

MENT.—
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(1) INn GENERAL.—Chapter 11 of title 14,
United States Code, is amended by adding at the
end the folloxxdﬁg new subchapter:

“SUBCHAPTER V—COAST GUARD MILITARY
RETIREMENT FUND
“§441. Establishment and purpose of Fund; defini-
tions

“(a) EsTaBLISHMENT OF FuxD; PUurrOSE.—There
is established on the books of the Treasury a fund to be
known as the Coast Guard Miltary Retirement Fund
(hereinafter in this subchapter referred to as the ‘Fund’),
which shall be administered by the Secretary. The Fund
shall be used for the accumulations of funds in order to
finance on an  actuarially sound basis liabilities of the
Coast Guard under military retirement and survivor ben-
efit programs.

“(b) MiLiTaARY RETIREMENT AND SURVIVOR BEN-
EFIT PROGRAMS DI*]I*’I;\’IED;—Ill this subchapter, the term
‘military retirement and‘ survivor benefit programs’
means—

“(1) the provisions of this title and title 10 cre-
ating entitlement to, or determining the amount of,
retired pay;

“(2) the programs providing annuities for sur-

vivors of members and former members of the

F:\V8\062304\062304.189
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armed forces, including chapter 73 of title 10, sec-
tion 4 of Public Law 92-425, and section 5 of Pub-
lic Law 96-402; and

“(3) the authority provided in section 1048(h)

1

of title 10.

“(¢) SECRETARY DEFINED.—In this subchapter, the

term ‘Secretary’ means the Secretary of Homeland Secu-
rity when the Coast Guard is not operating as a service
jn the Navy and the Secretary of Defense when the Coast
Guard is operating as a service in the Navy.

“$ 442, Assets of the Fund

[

“There shall be deposited into the Fund the fol-

lowing, which shall constitute the assets of the Fund:

“(1) Amounts paid into the Fund under section
445 of this title. |

“(2) Any return on investment of the assets of
the Fund.

“(3) Amounts transferred into the Fund pursu-
ant to section 406(d) of the Deficit Control Act of
2004.

21 “§443. Payments from the Fund

22

“(a) INn GENERAL.—There shall be paid from the

23 Fund the following:

24
25

F:\V8\0623041062304.189
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1

[



FAMB\KIRK\KIRK.041 H.L.C.

O 00 N N i B W N e

[N JENE NG TR NG TR N TR NG YN (NG T S Gy Gy G G G R S S g sy
wh B W N = O O N R W= O

114

“(2) Retired pay payable under chapter 1223 of
title 10 to former members of the Coast Guard and
the former United States Lighthouse Service.

“(3) Benefits payable under programs that pro-
vide annuities for survivors of members and former
members of the armed forces, including chapter 73
of title 10, section 4 of Public Law 92-425, and sec-
tion 5 of Public Law 96-402.

“(4) Amounts payable under section 1048(h) of
title 10.

“(b) AVAILABILITY OF ASSETS OF THE FuxD.—The
assets of the Fund are hereby made available for payvments
under subsection (a).

“§ 444. Determination of contributions to the Fund

“(a) In1T1AL UNFUNDED LiaBiLiTY.—(1) Not later
than June 30, 2005, the Secretary shall determine the un-
funded liability of the Fund attributable to service per-
formed as of September 30, 2004, which 1s ‘active service’
for the purposes of section 212. The Secretary shall estab-
lish an amortization schedule, including a series of annual
installments commencing October 1, 2005, which provides
for the liquidation of such lability by October 1, 2044.

“(2) The Secretary shall redetermine the unfunded
liability of the Fund as of the close of the fiscal year, for

each beginning after September 30, 2004, through the fis-

F:A\V8\062304\062304.189
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cal vear ending September 30, 2039, and shall establish
a new amortization schedule, including a series of annual
installments commencing on October 1 of the second sub-
sequent fiscal year, which provides for the quuidation of
such liability by October 1, 2044. '

“(3) The Secretary shall redetermine the unfunded
liability of the Fund as of the close of the fiscal year for
each fiscal year beginning after September 30, 2039, and

shall establish a new amortization schedule, including a

< O (o oS | (@)} 9, E=N (o8 [\

series of annual installments commencing on October 1
11 of the second subsequent fiscal vear, which provides for

12 the hiquidation of such liability over five years.

‘ 1

13 “(b) ANNUAL CONTRIBUTIONS FOR CURRENT SERV-
i

14 1cEs.—(1) The Secretary shall determine.each fiscal year,

15 in sufficient time for inclusion in the budget request for
16 the following fiscal year, the total amount of Department
17 of Homeland Security, or Department of Defense, con-
18 tributions to be made to the IFund during that fiscal year
19 under section 445(a) of this title. That amount shall be

20 the sum of the following:

21 “(A) The product of—

22 “(1) the current estimate of the value of‘
23 the single level percentage of basic pay to be de-
24 termined under subsection (¢)(1)(A) at the time

F\V8\062304\062304.189
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of the most recent actuarmal valuation under
subsection (¢); and

“(11) ‘the total amount of basic pay ex-
pected to be paid during that fiscal year to
members of the Coast Guard on active duty
(other than active duty for training).

“(B) The 13roduct of—

“(1) the current estimate of the value of
the single level percentage of basic pay and of
compensation (paid pursuant to section 206 of
title 37) to be determined under subsection
(¢)(1)(B) at the time of the most recent actu-
arial valuation under subsection (¢); and

“(i1)._the total amount. of basi¢c pay and

[\ TR NG TR NG TS N TS " G S VO Gy
W N = O O 0 NN

compensation (paid pursuant to section 206 of
title 37) expected to be paid during that fiscal
vear to members of the Coast Guard Ready Re-
serve (other than: members on full-time Reserve
duty other than for training) who are not other-

wise described in subparagraph (A)(ii).

“(2) The amount determined under paragraph (1) for
any fiscal year is the amount needed to be appropriated

to the Department of IHomeland Security for that fiscal

24 vear for payments to be made to the Fund during that

25 vear under section 445(a) of this title. The President shall

F:\V81062304\062304.189
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include not less than the full amount so determined in the
budget transmitted to Congress for that fiscal year under :
section 1105 of title 31. The President may comment and

make recommendations concerning any such amount.

(1) Not

“(e) PeErIODIC ACTUARIAL VALUATIONS.
less often than every four years (or before the effective .
date of any statutory change affecting benefits payable on
account of retirement, disability, or death to members of
the Coast Guard or their Suwivors), the Secretary shall
carry out an actunarial valuation of the Coast Guard mil-
tary retirement and survivor benefit programs. Each aetﬁ-
arial valuation of such programs shall be Signéd by an en- |
rolled actuary and shall include— o
“(A) a determination (using. the aggregate .
entry-age normal cost method) of a single level per- .
centage of basic pay for members of the Coast
Guard on active duty (other than active duty for
training); and
“(B) a determimation (using the aggregate
entry-age normal cost method) of single level per-
centage of basic pay and of compensation (paid pur-
suant to section 206 of title 37) for members of thé

Ready Reserve of the Coast Guard (other than mem-

bers on full-time Reserve duty other than for train-
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ing) who are not otherwise deseribed in subpara-

oraph (A).

“(2) Such sing'le level percentages shall be used for
the purposes of subsection (b) and section 445(a) of this
title.

“(d) UsSE oF GENERALLY ACCEPTED ACTUARIAL
PRINCIPLES AND PrRACTICES—AIl determinations under
this section shall be in accordance with generally accepted
actuarial principles and practices and, where appropriate,
shall follow the general pattern of methods and assump-
tions approved by the Depaitment of Defense Retirement
Board of Actuaries.

“(e) RECORrRDS.—The Secretary shall provide for the

keeping of such records as are necessary for determining
the actuarial status of the Fund. |
“§ 445. Payments into the Fund

“(a) MoNTHLY AcCRUAL (CHARGE FOR CURRENT
SERVICES.—F'rom amounjts appropriated to the Coast
Guard for salaries and expenses, the Secretary shall pay
into the Fund at the end of each month as the Department
of Homeland Security, or Department of Defense, con-
tribution to the Fund for that month the amount that is
the sum of the following:

“(1) The product of—

FAV8\062304\062304.189
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“(A) the level percentage of basic pay de-
termined using all the methods and assump-
tions approved for the most recent (as of the
first day of the current fiseal year) actuarial
valuation under section 444(c)(1)(A) of tﬁis
title (except that any statutory change in the
military retirement and survivor benefit systems |
that is effective after the date of that valuation
and on or before the first day of the current fis-
cal year shall be used in such determination);
and |

“(B) the total amount of' basic pay accrued
for that month by members of the Coast Guard
on active duty (other than active duty for tra.in—'
ng).

“(2) The product of—

“(A) the level percentage of basic pay and
compensation (accrued pursuant to section 206
of title 37) determined using all the methods
and assumptions approved for the most recent
(as of the first day of the current fiscal year)
actuarial valuation under section 444(0)(1)(13)‘:
of this title (except that any statutory change

in the military retirement and survivor benefit

svstems that is effective after the date of that

e
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valuation and on or before the first day of the
current fiscal year shall be used in such deter-
mination); and

“(B) the total amount of basic pay and of
compensation (paid pursuant to section 206 of
title 37) accrued for that month by members of
the Ready Reserve (other than members of full-
time Reserve duty other than for training) who
are mnot otherwise described in paragraph
(1)(B).

“(b) AnNUAL PAYMENT FOR UNFUNDED LIABIL-
ITIES.—(1) At the beginning of each fiscal year, beginning
on October 1, 2005, the Secretary shall certify to the Sec-
retary of the Treasury the amount of the first installment
under the most recent amortization schedﬁle established
under section 254(a). The Secretary of the Treasury shall
promptly pay into the Fund from the General Fund of
the Treasury the amount éo certified. Such payment shall
be the contribution to the Fund for that fiscal year.

“§446. Investment of assets of the Fund

“The Secretary may request the Secretary of the
Treasury to invest such portion of the Fund as is not,
in the judgment of the Secretary, required to meet the
current needs of the Fund. Such investments shall be

made by the Secretary of the Treasury in public debt secu-
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1 rities with maturities suitable to the needs of the Fund,
2 as determined by the Secretary, and bearing interest at
3 rates determined by the Secretary of the Treasury, taking
-4 into consideration current market yields on outsta;ildiljg
5 marketable obligations of the United States of com‘paraBIe
6 maturities. The income on such investments shall be ered-
7 ited to and form a part of the Fund.”. '
8 (2) TECHNICAL AMENDMENTS—Such chapter
9 | 1s further amended—
10 (A) by amending the center heading after
11 the table of sections to read as follows: ’
12 “SUBCHAPTER I—OFFICERS”;
lé (B) by amending the center heading afteri
14 section 336 to read as follows: |
15 “SUBCHAPTER II-ENLISTED MEMBERRS";
16 (C) by amending the center heading after
17 section 373 to read as follows:
18 “SUBCHAPTER [II—GENERAL PROVISIONS";
19 and
20 (D) by amending the center heading after
21 section 425 to read as follows:
22 “SUBCHAPTER IV—SPECIAL PROVISIONS”.
23 (3) CLERICAL AMENDMENTS.—The table of sec-
24 tions at the beginning of such chapter is amended—
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(A) by striking “OFFICERS” at the begin-
ning of the table and inserting “SUBCHAPTER
I—OFFICERS :
(B) by striking “ENLISTED MEMBERS”
after the item relating to section 336 and in-

ENLISTED MEM-

serting  “SUBCHAPTER II
BERS’’;

(C) by striking “GENERAL PROVISIONS”
after the item relating to section 373 and in-
serting “SUBCHAPTER II—GENERAL PROVI-
SIONS";

(D) by striking “SPECIAL PROVISIONS”

after the item relating to section 425 and in-

_serting  ““SUBCHAPTER IV—SPECIAL  PROVI-

SIONS”; and

(E) by adding at the end the following:

“SUBCHAPTER V—COAST GUARD MILITARY RETIREMENT FUND

“441.
“442.
“443.
“444.
“445.
446,

Establishment and purpose of Ifund; definitions.
Assets of the Fund.

Payments from the Fund.

Determination of contributions to the Fund.
Payments into the Fund.

Investment of assets of the Fund.”.

(b) IMPLEMENTATION YEAR EXCEPTIONS—T0 avoid

funding shortfalls in the first year of implementation of

subchapter V of chapter 11 of title 14, United States

Code, as added by subsection (a), if formal actuarial deter-

minations are not available in time for budget preparation,

the amounts used in the first year under sections
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445(a)(1)(A) and 445(a)(2)(A) of such title shall be set

[omeY

equal to those estimates in sections 444(b)(1)(A)(i) and
444(b)(1)(B)(1), respectively, of such title if final deter-
minations are not available. The original unfunded liabil-
ity, as defined 1n section 444(a) of such title, sha]finclude
an adjustment to correct for this difference between the
formal actuarial determinations and the estimates in sec-

tions 444(b)(1)(A)(i) and 444(b)(1)(B)(i) of such title.

O 0 - @) (O, + W o

(¢) CONFORMING AMENDMENT.—Subparagraph (B)

of section 255(g)(1) of the Balanced Budget and Emer-

— )
—_— O

gency Deficit Control Act of 1985 (2 U.S.C. 905(g)(1l))

[a—
[\]

is amended by striking “Retired Pay, Coast Guard (69—

0241-0-1-403)" and nserting “‘Coast Guard Military Re-

[am—
W

tirement Fund (69-0241-01-403)".

e —
TN

(d) TRANSFER OF EXISTING BALANCES.—

—
@)

(1) TraxsrER.—There shall be transferred into

—
~J

the Fund on October 1, 2005, any obligated and un-

—
o0

obligated balances of appropriations made to the De-

[a—
O

partment of Ilomeland Security that are currently

o
[aw}

available for retired pay, and amounts so transferred

[\
[o—,

shall be part of the assets of the Fund.

(2) Fuxp periNED.—For purposes of para-

NN
W N

oraph (1), the term “Fund” means the Coast Guard

)
N

Military Retirement Fund established under section
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441 of title 14, United States Code, as added by

subsection (a).

(e) EFFECTI\VE DATE.—Sections 443 (relating to
payments from the Fund) and 445 (relating to payments
into the Fund) of title 14, United States Code, as added
by subsection (a), shall take effect on October 1, 2005.
Subtitle B—Accrual Funding of

Post-Retirement Health Benefits

Costs for Federal Employees
SEC. 411. FEDERAL EMPLOYEES HEALTH BENEFITS FUND.

(a) Section 8906 of title 5, United States Code, is
amended—

(1) by redesignating subsection (c¢) as sub-
section (¢)(1) and by adding at the end the following
new paragraphs:

“(2) In addition to Government contributions re-
quired by subsection (b) and paragraph (1), each employ-
mg agency shall eontributé amounts as determined by the
Office to be necessary to prefund the accruing actuarial
cost of post-retirement health benefits for each of the
agency’s current employees who are eligible for Govern-
ment contributions under this section. Amounts under this
paragraph shall be paid by the employing agency separate

from other contributions under this section, from the ap-
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pl"opriations or fund used for payment of the salary of the
employee, on a schedule to be determined by the Office.

“(3) Paragraph (2) shall not apply to the United
States Postal Service or the government of the District
of Columbia.”’; and '

(2) by amending subsection (2)(1) to read as

follows: .

“(2)(1) Except as provided in paragraphs (2) and
.(3), all Government contributions authorized by this sec-
tion for health benefits for an annuitant shall be paid from
the Employees Health Benefits Fund to the extent 'th'é,t
funds are available in accordance with section 8909(h)(6)
and, if necessary, from annual appropriations which aré
authorized to be made for that purpose .and which may
be made available until expended.”. |

(b) Section 8909 of title 5, United States Code, is
amended by adding at the end the following new sub-
section:

“(h)(1) Not later than June 30, 2006, the Office
shall determine the existing liability of the Fund for post-
retirement health benefits, excluding the lability of the
United States Postal Service for service under seetioﬁ
8906(g)(2), under this chapter as of September 30, 2006.
The Office shall establish an amortization schedule, in-

cluding a series of annual installments commencing Sep-
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. paragraph shall be set in accordance with generally accept- .

tember 30, 2006, which provides for the liquidation of
such liability by September 30, 2043.

“(2) At the close of each fiscal year, for fiseal years
beginning after September 30, 2005, the Office shall de-
termine the supplemental hability of the Fund for post-
retirement health benefits, excluding the liability attrib- .
utable to the United States Postal Service for service sub- |
ject to section 8906(2)(2), and shall establish an amortiza-
Tuion schedule, mcluding a series of annual installments
commencing on September 30 of the subsequent fiscal
yvear, which provides for hquidation of such supplementlal
liability over 30 years. |

t

“(3) Amortization schedules established under this ‘
| e
ed actuarial practices and principles.
“(4) At the end of each fiscal yvear on and after Sep-
tember 30, 2006, the Office shall notify the Secretary of
the Treasury of the amounts of the next installments
under the most recent amortization schedules established
under paragraphs (1) and (2). Before closing the accounts
for the fiscal vear, the Secretary shall credit the sum of
these amounts (including in that sum any negativé
amount for the amortization of the supplemental liability)

to the Fund, as a Government contribution, out of any
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money in the Treasury of the United States not otherwise
appropriated.

“(5) For the purpose of carrying out paragraphs (1)
and (2), the Office shall perform or arrange for actuarial
determinations and valuations and shall prescribe reten-
tion of such records as it considers necessary for making
periodic actuarial valuations of the Fund.

“(6) Notwithstanding subsection (b), the amounts de-
posited into the Fund pursuant to this subsection and sec-
tion 8906(¢)(2) to prefund post-retirement health benefits
costs shall be segregated within the Fund so that such
amounts, as well as earnings and proceeds under sub-
section (¢) attributable to them, may be used exclusively
for the purpose of paying Government contributions for
post-retirement health benefits costs. When such amounts
are used in combination with amounts withheld from an-
nuitants to pay for health benefits, a portion of the con-
tributions shall then be set aside in the Fund as described
in subsection (b).

“(7) Under this subsection, ‘supplemental lLability’
means—

“(A) the actuarial present value for future post-
retirement health benefits that are the liability of
the Fund, less

“(B) the sum of—
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“(i) the actuarial present value of all fu-
ture contributions by agencies and annuitants
to the Fund toward those benefits pursuant to
section 8906;

“(i1) the present value of all scheduled alﬁ—
ortization payments to the Fund pursuant to
paragraphs (1) and (2); -

“(ii1) the Fund balance as of the date the
supplemental liability is determined, to the ex-
tent that such balance 1s attributable to post-re-
tirement benefits; and

“(iv) any other approl\)ri‘ate am‘ount, as de-
termined by the Office in accordance with genL
erally accepted  actuarial l,pra,ctiees and prin—'
ciples.”.

412. FUNDING UNIFORMED SERVICES HEALTH BENE-
FITS FOR ALL RETIREES.
Title 10, United States Code, is amended—

(1) in the title of chapter 56, by striking “DE-
PARTMENT OF DEFENSE MEDICARE-
ELIGIBLE” and inserting “UNIFORMED
SERVICES”; |

(2) in section 1111—

(A) in subsection (a)—

L]
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(1) by striking “Department of De-
fense Medicare-Eligible” and inserting
“Uniformed Services”’;

(i1) by striking “Department of De-
fense under”’; and

~(111) by striking “for medicare-eligible
beneficiaries’;
(B) in subsection (¢)—

(1) by striking “The Secretary of De-
fense may” and inserting “The Secretary
of Defense shall”’;

(ii) by striking “with any other” and
inserting ‘‘with each’;

(iii) by . striking ‘‘Any such agree-
ment” and inserting “Such‘ agreements’’;
and

(iv) by striking “‘administering Sec-
retary ma,y”i and inserting ‘“‘administrative

Secretary shall”’;

(3) 1n section 1113—

(A) in subsection (a)—

(i) by striking “and are medicare eli-
gible’;

(i1) by striking “who are medicare eli-

SINTA0T. e
gible”’; and
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1 (111)) by adding at the end the fol-
2 lowing new sentence: “For the fiscal year ,
3 starting October 1, 2004, only, the pay- |
4 ments will be solely for the costs of mem- |
5 bers or former members of a uniformed , .‘
6 service who are entitled to retired or re- \
7 tainer pay and are medicare-eligible, and | .
8 eligible dependents or survivors who are
9 medicare-eligible.”’; '
10 (B) in subsection (¢)(1), by striking ‘‘who
11 are medicare-eligible’’;
12 (C) in subsection (d), b}; strikiﬁg “who are !
15 medicare-eligible”; and | ‘
14 (D) in subsection (£), by striking “If” and .
15 inserting “When’;
16 (4) i section 1114, in subsection (a)(1), by
17 striking “Department of Defense Medicare-Eligible” i
18 and inserting ‘“‘Uniformed Services”;
19 (5) n section 1115—
20 (A) in subsection (b)(2), by striking “The
21 amount determined under paragraph (1) for
22 any fiscal year is the amount needed to be api
23 propriated to the Department of Defense (or to
24 the other executive department having jurisdic-
25 tion over the participating uniformed service)”
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and inserting “The amount determined under
paragraph (1), or the amount determined under
section 1111(0) for a participating uniformed
service, for any fiscal year, 1s the amount need-
ed to be appropriated to the Department of De-
fense (or to any other executive department
having jurisdiction over a participating uni-
formed service)”’;

(B) in subsection (¢)(2), by striking “for
medicare eligible beneficiaries”; and

(C) by adding at the end the following new

subsection:

“(f) For the fiscal year starting October 1, 2004,

14 only, the amounts in this section shall be based solely on

15 the costs of medicare-eligible benefits of beneficiaries and

16 the costs for their eligible dependents or survivors who are

17 medicare-eligible, and shall be recalculated thereafter to

18 reflect the cost of beneficiaries defined in section 1111.7;

19 and
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(A) in subsection (a)(1)(A), by striking
“for medicare-eligible beneficiaries’;

(B) in subsection (a)(2)(A), by striking

“for medicare-eligible beneficiaries”; and
bow. ?
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(C) in subsection (¢), by striking ‘“sub-

section (a) shall be paid from funds available

for the health care programs” and inserting

“subsection (a) and section 1111(¢) shall be

paid from funds available for the pay of mem-

bers of the participating uniformed  services

under the jurisdiction of the respective admin-

istering secretaries’.

SEC. 413. EFFECTIVE DATE.

|

Except as otherwise provided, this title shall take ef-

fect upon enactment with respect to fiscal vears begmnh‘ig'

after 2005.

“See. 601. Short title.

“See. 602. Budgetary treatment. ’

“See. 603. Timetable for implementation of acerual budgeting for Federal insur-
ance programs. '

“See. 604. Definitions.

“See. 605. Authorizations to enter into contraets; actuarial cost aceount.

“Sec. 606. Effective date.”.

Subtitle C—Limit on the Public
Debt
SEC. 421. LIMIT ON PUBLIC DEBT.
Section 3101 of title 31, United States Code, is
amended to read as follows:
“§$3101. Public debt limit
“(a) In this section, the current redemption value of
an obligation i1ssued on a discount basis and redeemable
before maturity at the option of its holder is deemed to

be the face amount of the obligation.
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“(b) The face amount of obligations issued under this
chapter and the face amount of obligations whose prin-
cipal and interest are guaranteed by the United States
Government (except guaranteed obligations held by the
Secretary of the Treasury and intragovernmental hold-
ings) may not be more than $4,393,000,000,000 out-
standing at one time, subject to changes periodically made
in that amount as provided by law.

“(e¢) For purposes of this section, the face amount,
for any month, of any obligation issued on a discount basis
that is not redeemable before maturity at the option of
the holder of the obligation is an amount equal to the sum
of—

“(1) the original issue price of the obligation,
plus |

“(2) the portion of the discount on the obliga-
tion attributable to periods before the beginning of
such month (as deterjmined under the principles of
section 1272(a) of the Internal Revenue Code of

1986 without regard to any exceptions contained in

paragraph (2) of such section).

“(d) For purposes of this section, the term
‘intragovernment holding’ is any obligation issued by the
Secretary of the Treasury to any Federal trust fund or

Government account, whether in respect of public money,
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[—

money otherwise required to be deposited in the Treasury,

or amounts appropriated.”’.
TITLE V—PAYGO EXTENSION

SEC. 501. EXTENSION OF PAY-AS-YOU-GO REQUIREMENT.

(a) Purrose.—Section 252(a) of the Balanced
Budget and Emergency Deficit Control Act of 1985 is
amended to read as follows: -

“(a) Purrose.—The purpose of this section is to as-

\O (o IS (@) n - (O8] [\

sure that any legislation that is enacted before October

[—s
<

i
1, 2007, that causes a net increase in direct spending will

[S—
oy

trigger an offsetting sequestration.”.

l

Section 252(b)(1) of the Balanced

[
o

(b) TimNg.

Budget and Emergency Deficit Control Act of 1985 is

e T
AW

amended by striking “‘any net deficit increase’” and all

fa—
W

that follows through “2002,” and by inserting “any net

o
N

increase in direct spending enacted before October 1,

[w—y
~J

2007,.

[S—y
o0

(¢) CarLcurarTioNn oF Digrecr SpPENDING Ix-

[l
\O

CREASE.—Section 252(b)(2) of the Balanced Budget and

o
<

Emergency Deficit Control Act of 1985 is amended—

o)
[WaY

(1) by striking “deficit” the first place it ap-

N
\®]

hears and mserting “‘direct spending’’;
=™ ?

[\
W

(2) in subparagraph (A) by striking “and re-

)
N

I »
ceipts’’;
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(3) in subparagraph (C) by striking “‘and re-
ceipts”’; and
(4) by aménding the heading to read as follows:
“CALCULATION OF DIRECT SPENDING INCREASE.—
”»
(d) CoNnFORMING AMENDMENTS—(1) The heading
of section 252(c) of the Balanced Budget and Emergency
Deficit Control Act of 1985 is amended to read as follows:

2?

“ELIMINATING A DIRECT SPENDING INCREASE.

(2) Paragraphs (1), (2), and (4) of section 252(d)
of the Balanced Budget and Emergency Deficit Control
Act of 1985 are amended by striking “or receipts” each
place it appears.

(3) Section 252(e) of the Balanced Budget and
Emergency Deficit Control Act of 1985 is amended by

%9

striking “or receipts” and by striking *, outlays, and re-
ceipts’” and inserting “and outlays’.

(4) Section 254(0)(3): of the Balanced Budget and
Emergency Deficit Control Act of 1985 is amended—

(A) in subparagraph (A) by striking ‘“‘net deficit
increase or decrease’” and by inserting ‘“net increase
or decrease in direct spending’’;

(B) in subparagraph (B) by striking “amount
of deficit increase or decrease” and by inserting ‘“in-

crease or decrease in direct spending”’; and
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(C) in subparagraph (C) by striking “a deficit

increase’” and by inserting ‘“‘an increase in direct

spending”’.



